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MERCHANT MARINE STUDIES 


(Emergency Program for Ship Repair Yards) 





WEDNESDAY, MAY 19, 1954 


Unirep STATES SENATE, 


SupncoMMitTrer No. 40N WATER TRANSPORTATION, OF THE 


COMMITTEE ON INTERSTATE AND ForrEIGN COMMERCE, 


Washinaton. dD. 0. 


The subcommittee met at 10:35 a. m., pursuant to call, in room F-41 
of the Capitol, Senator John Marshall Butler presiding. 

Present: Senators Butler (chairman of the subcommittee), Payne, 
and Magnuson. 

Also present: Donald D. Webster, subcommittee counsel; and A. J. 
Bourbon, subcommittee staff member. 

Senator Burier. The subcommittee will come to order. 

Before I make an opening statement in connection with the meeting 
this morning, I want to read for the purposes of the record a letter 
from my very good friend and colleague, Leverett Saltonstall of 
Massachusetts, dated May 18, 1954: 


JOHN M. BUTLER, 
Chair man, Su bcommittee on Water Transpor tation, 
Senate Committee on Interstate and Foreign Commerce. 


DEAR SENATOR BuTLER: Having read with great interest your statement in the 
record for May 11, 1954, with regard to the emergency ship-repair program on 
which you are conducting hearings today, I want to take this opportunity to 
endorse in principle the aims of the program as you outlined it to the Senate. 
As you correctly pointed out, the shipbuilding industry's labor force today 
less than one-third of what would be required should an emergency strike. 
Indeed, it is much less than one-third of the force which would have to be built 
up should the emergency be of more than short duration. Simply to cite em- 
ployment figures for the Fore River Shipyard in Quincy, Mass., demonstrates this 
At its peak in the World War II emergency, the yard employed approxi- 
000 workers. Today it employs scarcely more than 1,500. 

Most serious and most wasteful of the long-term consequences of the present 
precarious state of the shipbuilding industry is the dispersion of essential skills. 
Once permitted to scatter into other occupations, workers trained by long years 
experience in the shipbuilding art cannot easily, if ever, be reassembled. This 
fact without more makes essential immediate action to keep our shipyards active. 

Your proposal for repair work on our reserve fleet deserves full and thorough 
exploration, 
should provide a needed measure of new work. It must be recognized, on the 
other hand, that vards suitable for repair and overhaul are seldom the same yards 
as those qualified for new construction. In addition, therefore, to putting ship- 
building skills to work on repair and overhaul tasks, we must continue to press 
vigorously for speedy action on the new construction program whose necessity 
the present administration recognizes. I am confident that you and your sub- 
committee will do everything in your power to bring about such action. 


In addition to putting our laid-up vessels in readiness for use, it 
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Since my own committee responsibilities will make impossible my appearance 
before your subcommittee in person today, I would very much appreciate your 
making this letter a part of the record of the hearing. 

With kindest personal regards, 

Sincerely yours, 
LEVERETT SALTONSTALL, 
United States Senator. 

Gentlemen, I also have a message from Senator Kennedy, who has 
asked to be associated with the remarks of Senator Saltonstall and 
who also endorses this program in principle and wants his endorse- 
ment to appear in the record of this meeting. 

Operation Emergency might well be the title of tod: iy’s hearing. 
Its mission is a most critical one, rendered the more so because there is 
so little general awareness of the time aspects of the situation, with 
the result that there has been advanced to date no specific program 
designed to cope with the situation as you and I know it to be. 

I have asked officials of the shipbuilders’ council and the leading 

shipbuilding and ship-repair yards to consult with our water trans- 
portation subcommittee in today’s extraordinary hearing for the 
immediate purpose of getting as much work as possible promptly into 
the shipyards of the country. Admittedly, much of this work will 
be of the type to be perfor med in the yards devoted mainly or entirely 
to ship repairs. We hope, however, that some of it will be available 
as well to some ship-construction y ards. 

For the record, and for the information of those who may not be 
thoroughly conversant with the situation in the ship-construction 
and ship-repair industries, let it be emphasized that great danger 
attaches to the low present employment levels in the shipyards. 

As of now, the ranks of ship design and technical workers are so 
depleted as to be below a safe minimum to meet possible defense needs. 
Of even more immediate concern—and demanding the most urgent 
attention—is the certainty that, in the absence of new construction 
and repair contracts, the shipyard labor force will plummet to such 
a depth over the next few months that a sudden war or emergency 
oonnl find the Nation completely unprepared to undertake a sizable 
shipbuilding program. 

The recent Department of Commerce report on maritime subsidy 
policy places the nucleus shipyard labor force capable of expansion 
to meet war-emergency needs at 36,000. That same report predicts a 
labor force for merchant ship construction of only 10,800 by year’s 
end if no new work is begun. A rock-bottom figure of 1,200 workers 
is estimated for 1955, unless remedial action in the way of ship repairs 

r ship construction is forthcoming. 

Some will object, we may be sure, to our proposal to comb the laid- 
up reserve fleet for strategic vessels in need of repairs, and to put 
such vessels in the yards immediately for the required repair work. 
Why spend money on such repairs now, they will ask, when we may 
never need those ships? 

My answer to such protests would be that this is a national security 
insurance program, with a two-pronged purpose. Not only would 
it assure having these strategic vessels in shape for immediate use, 
which will be so urgent, if and _— n we need them, but it will also 
help to keep our vital shipyards in being, and their irreplaceable 
special skills available for any haere needs. 
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While the views of the Navy and the Department of Commerce on 
this emergency repair program will not be available until our fur- 
ther hearing on next Wednesday, May 26, at 2 p. m., I have every 
confidence that the Government agencies and departments will report 
the utmost sympathy with the purposes of this program. 

To the representatives of the shipbuilding companies present, I 
can offer positive assurance of continuing efforts in their behalf, efforts 
that give promise of success in several directions in the very near 
future. Certainly, the urgency of a program of new ship construc- 
tion to bridge the gap until the Commerce De *partment’s recommenda- 
tions for an annual construction program can be considered and a 
decision reached, has been impressed by us both upon Congress and 
upon the administration. 

Help from either or both sources, in the way of naval or merchant 
construction, or both, can be looked for with confidence in the very 
near future, I feel assured. And the great bulk of any and all such 
construction will go to the private shipyards, we have been assured 
definitely. 

Senator Payne, have you any comments for the record ¢ 

Senator Payne. No, except that I am in thorough accord with the 
statement and the proposal. 

Senator Burier. Thank you. 

I want to state for the record at this time that Senator Payne intro- 
duced just the other day a resolution which puts him firmly and 
strongly behind the work of this subcommittee. 

Our first witness will be Mr. L. R. Sanford, president of the Ship- 
builders Council of America. 


STATEMENT OF L. R. SANFORD, PRESIDENT, SHIPBUILDERS 
COUNCIL OF AMERICA 


Mr. Sanrorp. Thank you, Mr. Chairman. My name is L. R. San- 
ford. Iam president of the Shipbuilders Council of America. 

Before I proceed with my statement, I wish to introduce to you and 
those here those who accompany me here at this time. 

Over here in the corner is Mr. Burke, the president of the Sun 
Shipbuilding & Drydock Co., of Chester, Pa. 

Next is Mr. Monroe Lanier, president of the Ingalls Shipbuilding 
Corp. 

Next is Mr. Harry Pierce, the president of the New York Ship- 
building Corp 

Here is Mr. Daniel Strohmeier, the vice president in charge of the 
shipbuilding division of the Bethlehem Steel Corp. 

In the corner is Mr. George French, the president of the Maryland 
Drydock Co. 

Next to him is Mr. Purnell Hall, executive vice president of that 
same company. 

Then Mr. Joseph Haag, the president of the Todd Shipyards Corp. 

And Mr. L. R. Sorenson, production manager for the Newport 
News Shipbuilding & Drydock Co. 

And, of course, you know Mr. Winder Harris, who is here with me 
also. 

I think that is the group. 
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Senator Burier. I must say, gentlemen, I am very happy that you 
are here and I hope that something constructive will come out of this. 
In fact, I know that it will, and it is just such a gathering as this that 
ean highlight the critical situation and bring this thing to bear on the 
administration and on the Congress, and I most heartily welcome 
you here. 

Mr. Sanrorp. Now, this statement, which I am about to present, 
Was, as I thin k you may well realize. prepared under ——T 
pressure, ina very short space of time. I am not too proud of it, for 
that reason, but I hope it will serve the purpose. 

The extra copies that we have here for those who may like them do 
not have attached to them the exhibits that are attached to the copies 
which have been made available to the committee for the simple reason 
that time did not permit duplication of those exhibits by an offset 
process; and we, therefore, obtained a limited number of photostatic 
copies which are attached to those. They will be duplicated by offset 
brane ess and made available at a later date. 

Senator Burier. You.can proceed to read your statement, and if 
you want to make any insertions 

Mr. Sanrorp. There will be a few comments that I would like to 


Ss 
make as I go along. 


Senator Burier. Feel : berty to do that. 
Mr. Sanrorp. The coune I appreciates the opportunity to present at 
{ Ss heal ng the status of both the shipbuilding ig heel 


branches of the shipbuilding al ds sh lip re pairing in lus try as . basis 
upon which the committee may frame emergency legislation aaa 


ited to provide immediate relief to this distressed industry, so that it 


yntinue to be available sa vital element of the mobilization 
potential of the United States. 

tat propo ed in this statement. to present the veneral status and 

ondition of the industry. The representative shipbuilders and ship 


repairers present here today will then inform the committee as to the 

their individual shipyards, whether shipbuilding, ship re- 
pairing, or Hot h. so that the committee will have the broadest possible 
picture upon which to base any action which it may decide is justified 
D\ the circumstances. 

it - he artening to h ive someone like vourself, Mr. Chairman, take 
note ot the condition ot our industry and bring it to the attention of 

e President as you have done and are continuing to do. It is entirely 
in order and most approp! iate for you to call this hearing so that you 
and the other members of this subcommittee m: L\ have the op portunity 
to get the facts firsthand from those who know the facts and are di 

tly affected by them. 

All of us who are here today stand ready to answer any questions 
that members of this subcommittee or its staff may desire to ask, to the 
end that the entire situation be thoroughly canvassed and clearly 
understood by everyone here, as well as by those who may have ocea- 
sion to read the record. 


Senator Burier. At the point let me say, Mr. Sanford, this record, 


soon as it is prepared, will be sent to the White House for attention 
ol the President. 

Mr. Sanrorp. Fine. 

Senator Buruer. And his aides who are now working on this 


problem 
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Mr. Sanrorp. Fine. 

It is a fundamental premise, not requiring further demonstration 
at this time, that the shipbuilding and ship-repairing industry to- 
gether with the shipping industry constitute a fourth arm of the 
national defense. That premise is based on past war experience and 
is fully recognized by the President, by many Members of the Con- 
gress, and by the armed services. 

Consequently, it is necessary to maintain an adequate merchant 
marine, entirely aside from its commercial value to the national econ- 
omy, so that there will be, as nearly as possible, sufficient ships of 
various categories in active operation to supply the immediate needs of 
the armed services in the event of national emergency. As it is not 
practical to meet that objective completely under normal conditions, it 
is necessary to have in reserve additional suitable ships in a condition 
which will make them subject to almost immediate reactivation, and 
to maintain the private shipbuilding and ship-repairing yards, their 
organizations and facilities, so as to be immediately available at all 
times. These yards cannot be so available without appropriate work 
to maintain them at a reasonable level of operation. 

The shipbuilding yards must build ships of the type that will be 
required in a national emergency, thereby assisting in reducing the 
average age level of the active merchant fleet, warding off block 
obsolescence, increasing the mobilization potential of that active fleet, 
and, incidentally, improving its competitive position in foreign trade. 

The ship-repairing yards likewise must repair the best ships that 
are available in the reserve fleets so as to make them immediately 
available in the event of national emergency at which time those repair 
yards will inevitably be congested with other necessary work. 

It thus is evident that this subcommittee will be required to consider 
at this time two separate propositions, namely, shipbuilding yards and 
ship-repairing yards, the status of each group and the appropriate 
re — in each case. 

v their very nature, the remedy that. is applicable to one group is 
not is plicable to the other, and there is no single remedy that can 
be suggested. I propose to discuss them separately and shall take up 
first as the most critical at this particular time, the shipbuilding 
yards. 

In order to keep the record entirely clear, it should be noted that 
there are certain shipyards which undertake both shipbuilding and 
ship repairing, although in separate divisions and departments operat- 
ing independently of each other. The perhaps more general rule, 
however, is specialization in one branch or the other of the industry as 
to spec ifie Vi ards. 

The shipbuilding branch of the industry has reached, if it has not 
already passed, the stage where, if new shipbuilding contracts are not 
awarded immediately, at least some of the shipbuilding yards will 
be forced to close down, even though a few may be able to continue 
in operation ata relatively low level as a result of the award of ship- 
building contracts by the Navy for the current fiscal year and the 
prospect of some further such awards during the coming fiseal year. 
However, the naval shipbuilding program is limited in total volume 
und, of necessity, most of that portion awarded to private shipyards 
likewise is limited as to the number of shipy: ards having nee essary 
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naval shipbuilding experience and_ the corresponding technical 
organizations, facilities, and capacity. 

Senator Burier. Mr. Sanford, at that point, let me say I expect 
within the week Senator Saltonstall will bring on the floor his bill for 
the construction of the 20 tankers. 

Mr. Sanrorp. We are very hopeful that will be the case, 

Senator Burter. And we hope that will pass without any difficulty. 

Mr. Sanrorp. So do we. 

Mr. Burver. I think it will be within the week we will probably 
have that on the floor. 

Mr. Sanrorp. Hence, the situation with respect to those shipbuild- 
ing yards not specializing in and not receiving naval shipbuilding 
contracts is particularly grave. Even those yards which may be for- 
tunate enough to participate in some naval shipbuilding can hardly 
exist on that limited volume alone without supplementing it with 
merchant shipbuilding. 

There has not been a single contract placed in a United States 
coastal shipyard for a seagoing offshore merchant ship of any type 
since December 1952, a period of 18 months. Think of it—no con- 
tracts for any such ships last year, none at all so far this year, and 
none in immediate prospect. 

Had it not been for the private oil tanker program and the Maritime 
Administration’s program for Mariners, initiated by Admiral 
Cochrane during his tenure as Maritime Administrator, both started 
several years ago, the private ship burl ling Vi ards long since would 
have reached the critical condition in which the »y now find themselves. 

chess programs, which stretched out over a long I" period than 
ol 1o")] ally conte mp r|s ated duetos norts iwes of ©) itic ‘al mater: als, partic u 
larly ane in the early stages of their construction, are now rapidly 
being comp leted and all except two of them—Mariners on the Pacifie 
Coast—will have been completed and delivered by the end of this year. 

There were, as of Mav 1, 1954, according to the Council’s last 
monthly progress report, copy of which I submit herewith as exhibit 
A, only 32 of such vessels still under construction and remaining to be 
delivered. Kighteen ( rf those ov are scheduled for delivery be fore 
Septe mber, leaving only 14 more still to be delivered as of September 
1, 1954. Two: are s¢ h eduled for Se ptember, four for October. four for 
November and two for December. Two more are left for delivery in 
January and April 1955, respectively. 

It 13 interesting to note that the last commercial vessel on order 
will be delivered in December 1954, and that the two vessels still 
remaining for delivery in 1955 are for Government account. 

In order to show even more clearly the trend of the merchant vessels 
on order in private shipbuilding yards in the United States, there is 
submitted herewith as rae on a graph of the number of gross tons 
on order from Janu: uy 1952, to the end of 1955. It sper ake! for itself. 

This is that graph, ie h shows you very clearly what the trend in 
shipbuilding is and where it is headed for. I think it shows it even 
better than you can say it in words, because it is more effective. 

In the meantime, with every launching and every delivery, more 
men are laid off, and the total employment in shipbuilding i is tapering 
off at an alarming rate. It is already below the minimum which the 
President’s Advisory Committee on the Merchant Marine recom- 
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mended in 1947 as that below which the industry could not be main- 
tained at an operable level consistent with the requirements for mobili- 
zation potential. 

By the end of the year, if no new contracts are forthcoming, it will 
be a mere fraction of that level and at least some yards will have 
closed down. 

To illustrate the trend in employment, there is submitted as exhibit 
C a graph of production employment in shipbuilding in nine major 
shipyards building naval and merchant vessels. It shows the total 
employment from 1946 to date aad the projected estimated employ 
ment to the end of the first quarter of 1955. That employment is rap- 
idly approaching the level of the slump which occurred in early 1950. 

Inasmuch as both naval and merchant shipbuilding are included, 
employment in 1955 will be governed by the former and not by the 
latter of which, as of now, it appears that there may be none. 

Now, you have that chart before you, but I have here a variation of 
that. You will note that only includes nine major shipyards. 

Unless there is some question in somebody’s mind as to whether 
that accurately illustrates the trend for the total employment, that 
is, all shipyards in the country, I have superimposed on this chart, 
which I show you here, just by way of illustration, another curve in 
red, which shows the total employment in shipbuilding and shows 
how it follows the pattern of these 9 yards and how it is headed for 
exactly the same ultimate point as is illustrated by the 9 yards shown 
here. 

I just wanted to make it clear that the pattern applies equally as 
well to the entire industry in shipbuilding as it does to the nine 
vards which are the subject of that chart. 

* Senator Burier. I will make that a part of the record at this point 
in your remarks, 

Mr. Sanrorp. If you would like to have it, sir, you may. 

Senator Burier. Yes. Just give it to the reporter, Mr. Sanford. 

Mr. Sanrorpv. There is a little memorandum attached here. I 
guess I better leave that off. It speaks for itself. 

(The exhibits and charts referred to are as follows :) 
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GROSS TONNAGE OF MERCHANT VESSELS ON ORDER 
IN PRIVATE SHIPBUILDING YARDS OF THE UNITED STATES 
AS OF THEFIRST OF EACH MONTH 


or er — ———— 











HIPBUILDERS COUNCIL OF AMERICA 


MAY 1954 


Mr. Sanrorp. It is appropriate here that credit be given to the 
Bureau of S Ips ot the De} artment of the N iv) for its cooperation in 
awarding naval construction contracts to the private shipbuilders. 
| e Chief of the Bureau. Admiral L rrett, has re peatedly stated that 
ne Il lly recogen zed the plight to which the shipbuilding yards have 
been reduced as a result of a complete lack of orders for merchant 
hips for the past 18 months and that the Navy has endeavored to 
help out to the extent possible under a limited naval construction 
program. 

As evidence of that cooperatiol there is attached hereto as exhibit D 

graph which clearly shows the increase in tonnage of naval ship 
building under construction in private shipbuilding yards during the 
past several year 

Now, you will note, Mr. Chairman, a copy of that particular exhibit 
S not attac hed, and it is not attae hed for two reasons: No. l. ] didn’t 
have it completed until just before I took the train to come down here 
from New York: and, No. 2, inasmuch as it contains more or less con- 
fidential information from the Navy and 1 had no clearance from the 
Navy, I would prefer not to make it public unless and until the Navy 
Live me that necessary ¢ learance. 

Senator Burier. It will be so ordered. 

Mr. Sanrorp. However, I will be very happy to show it to you at 
this time, as I say, with the reservation that I will attempt to clear it 
and have it made a part of the record. 

Senator Burter. Suppose we do this: Rather than make it public at 
this time, you have it cleared and then we can make it a part of the 
record 

Mr. Sanrorp All right. 
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Senator Burter. And I will hold the record open for that purpose. 

Mr. Sanrorp. The total employment level—and this is extremely 
important, Mr. Chairman—of itself does not reveal the true signifi- 
cance of the critical situation in which the shipbuilding industry finds 
itself, because the industry utilizes various special crafts in various 
stages of ship construction. 

In order to utilize all the necessary crafts in a shipyard and keep 
them continuously employed, at whatever level, there must be an 
overlapping of construction schedules, so that, as soon as a ship is 
launched and leaves the building ways for the outfitting berth or, if 
practical, before, another keel must be laid so that the crafts engaged 
in hull construction and those engaged in activities that must neces- 
sarily precede such construction—in the mold loft, the layout and 
fabricating shops as well as many other shops—may take up on the 
new hull where they left off on the previous one, leaving to the finish- 
ing crafts the completion of the vessel already launched. 

That sequence also is essential to maintain design and technical or- 
ganizations on a continuous working level. 

Unless that sequence can be maintained, layoffs are inevitable. 

The present situation is that work on most of the vessels still to be 
delivered is, for the most part, so far advanced that the crafts working 
on hull construction are already out of work and already have been 
laid off. Those still working may expect to be laid off soon, as no work 
is presently in sight. 

There are only four more keels to be laid for ships now on order. 
Phat fact alone is of extreme significance. 

I would like to state here, in order to make the record perfectly 
clear, that I am talking about merchant ships and those do not include 
naval vessels. 

Hence, it will be evident that, in most cases, the shipyard forces are 
no longer balanced, but topheavy on fitting out activities and sadly 
defi _ nt on the hull construction activities. 

Thus, the total employment in shipbuilding yards today, or a month 
or 6 mannii from now, is in no way a criterion of the existing mobili- 
zation potential of those yards, personnelwise. The present unbal- 
anced situation Is a most unhealthy one. 

The men who are laid off are skilled shipbuilders in their particular 
crafts. Naturally, they mune <liately seek other employment, prefer- 
ably permanent. If and when new shipbuilding contracts should be 
awarded in the future, they are reluctant to come back, especially if 
they have succeeded in obtaining permanent employment elsewhere at 
equal or better wages, and if there is no assurance of more than tem- 
porary shipyard employment, whatever the period may be. As a con- 
sequence, many new and green men have to be employed and trained. 

With skilled shipbuilding forces so diluted, construction progress is 
slower, the work more costly, and possibly not of as high quality. 
The net result is less efliciency and less economy than would be attained 
and maintained under a continuous shipbuilding program at some 
reasonable leve sl. 

During the last upsurge in shipbuilding several years ago, follow- 
ing the postwar slump and resulting from the private tanker and 
Mariner programs, it took approximately 2 years to again build up 
an adequate and skilled working force: and now those very men so 
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laboriously assembled and trained over such an extensive period are 
being laid off every day. 

The prospect of having to go through the same trying cycle again 
is truly heartbreaking, and that is definitely the prospect unless some- 
thing is done about it now. Even now it is much to late to avoid the 
same problem, at least in part. 

The shipyards naturally would prefer a reasonable long-range ship- 
building program as the only sound solution to the joint Government- 
industry problem of maintaining an adequate defense potential for 
shipbuilding in this country, but the immediate problem is how to 
secure some shipbuilding contracts now so that the industry can carry 
on until such a program is formulated and becomes effective. 

It does not now appear that such a consummation can be expected 
before next year. 

It is not even definitely known that such a program is under con- 
sideration at the present time, although it has been suggested that 
60 ships per year should be constructed. 

In any event, it would be at least another 6 months after any such 
program is approved before it could be translated into actual ship- 
building construction. 

Very few people, outside of those in the industry itself, realize the 
substantial time lag that is inevitable between the award of a ship- 
building contract and the commencement of actual ship construction 
work in the shipyard. All detail design and working plans must be 
developed in the drafting room and by the technical organization. 
Bills of material must be prepared, with detail specifications for many 
items, and construction sequences worked out as a basis for purchasing 
and fixing appropriate delivery dates. 

The plans must be laid down in the mold loft and templates pre- 
pered before the actual layout and fabrication of the steel for the 
hull can be commenced. Similar prelimiary work is necessary for 
piping, machine work, electrical] ss and a host of other items. 

That time lag varies with the type and size of the ship and whether 
or not it previously has had an approximate prototype, but it is in 
the order of from 6 months to a year or more depending on many fac- 
tors, particularly in the case of very large ships. 

That is why shipbuilding orders placed even now cannot possibly 
afford immediate relief to distressed shipbuilding yards or stem the 
rapid decrease in employment. That is why it may already be too late 
to prevent the situation from becoming even more critical than it 
now is. 

But that very fact is all the more reason why some immediate action 
must be taken to remedy the situation at the earliest possible date if 
the shipbuilding industry is to continue as a vital and constituent 
element in defense mobilization. It is unthinkable that it should not 
be so continued, as all hands from the highest level on down agree 
that it is vital and that, without it, the military services cannot be 
effective overseas nor can our domestic industrial capacity be ap- 
propriately employed at the maximum level in any war effort. 

Over a year ago, at the hearings before the subcommittee of the 
Senate Committee on Appropriations, there was considerable testi 
mony from the Under Secretary of Commerce and the then Maritime 
Administrator, as a result of which it developed that no request was 
being made for funds for new construction, even though the obliga- 
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tion for such construction under the operating subsidy agreement was 
lon o past aue and even though the Grovernment had an equal obliga 
tion under the Merchant Marine Act of 1936 to cooperate In the new 
construction. 

In response to questions from Senator Saltonstall, it was stated 
that the program had been examined as to its real essentiality and 
that it had not been eliminated, but deferred. 

Had the request been made and approved at that time, those four 
passenger ships undoubtedly would be under construction now. As 
it is, it does not appear likely that they will be under construction 


betore next year. 


It undoubtedly will be reca led that the President’ Advisory Com 
! ttee on thre Merc] init Mar ne recommended Ih 1947 that tH) passenger 
ps be constructed within the next 4 vears Three were actually 


constructed and, although they are now n operation and are outstand 
nye ships Ih thei respective classes, the title to them Is clouded by 
} a vo litig tion as to whether there was a valid contract for their 
sale by the Grovernment to the prospective owners. 

I mieht sav here since J rote this I have been advised as to the 
ettlement on the United States Lines, which I did no know at the 


time it Was written. 


kKour more shay 0 ld now have be li Inder Way. While that 
record is not impressive, 7 new passenger ships available for potential 
troop transports 1s certall ly bette than >, eVel though it isa far Cry 


ecommendation for 46 new passenger ships in 4+ years made 


from the 
nearly 7 years ago. 

From time to time in the past year or so, representatives of the ship- 
builders have warned of the approaching critical period for ship 
building with which the industry is now faced and for sometime has 
been faced. 

I, personally, have issued warnings of a similar nature from time 
to time and as a result have been criticized for talking prematurely 
about the problems racing the industry. 

Without further comment, I assure this subcommittee that the 
facts contained in this statement and attached hereto are cold facts 
fully sustained by the record. The present situation speaks for itself. 

Why was it necessary to take nearly a year and a half for a new 
look at the maritime problem / 

It had been looked at many times before. In fact, the 1936 act itself 
was a new look in view of past failures. It endeavored to fix the rule 
of Government in the promotion and maintenance of an adequate 
merchant marine and an adequate shipbuilding and ship repairing 
industry on two bases, our national economy and our national security. 

\s a result of the 1936 act, a long-range program Was initiated of 
constructing 50 ships a year for a period of 10 years in order to mod 
ernize our rapidly obsolescing merchant marine. That program was 
superseded after the first year by the war shipbuilding program and 
has never been revived since. It was well that we had it. though, as 
otherwise we would have been far worse off than we were at the com- 
mencement of World War IT, and it may well be that but for it we 
would not have won the war. 

You remember the margin was very close for quite a long time as to 
the number of hew ships that could be produced and the number ot 


ships that were sunk by the submarines. 
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Senator Burier. Last year, when I was in Britain, the Shipbuild- 
ers Council representatives told me had it not been for the produc 
tion of the American yards Britain could not have survived. 

Mr. Sanrorv. I think that is absolutely so. 

Senator Burter. They were very frank about that. 

Mr. Sanrorp. Since that time there have been many studies and 
investigations, all with approximately the same result, namely, con- 
firmation of the national maritime policy set forth in the 1936 act and 
of the role of Government in effectuating that national policy. 

Now the role of Government, however, has been changed from 
that of a partner in financing ship construction under certain condi- 
tions to that of an advocate of private financing for ship construction, 

We all hope that the new procedure will work—and very sincerely 
so—but we still have in mind the present provisions of the law with 
respect to Government financing in case it does not, and we all wonder 
how long it will take to find out whether or not it will work, and 
what will happen to the merchant marine and the shipbuilding and 

ship repairing industry in the meantime. 

Let us now examine what prospects there are which offer some 
hope of immediate or nearly immediate ship construction contracts. 

This is really the meat of the thing as far as shipbuilding is con- 
cerned. 

One prospect appears to be the so-called long-term charter bill, S 
3458, which would authorize the Secretary of the Navy to enter into 
long-term charter commitments for periods not to exceed 10 years, 
for 20 new tankers to be constructed by private shipping operators for 
that. purpose. 

Senator Burrier. May I at that point say, Mr. Sanford, the majority 
policy committee has put that bill as must legislation. 

Mr. Sanrorp. That is fine. 

Senator Buriter. And that will be on the floor, as I said a moment 
ago, very promptly for action in the Senate. 

Senator Magnuson, we are certainly delighted to have you here. 

Senator Magnuson. I have got to go right back. 

Senator Burier. Please sit down. 

Mr. Sanrorp. How are you, Senator ? 

It is good to see you again. 

This bill, with some amendments, was favorably reported to the 
Senate by the Committee on Armed Services on May 13. 

While there appear to be some differences of opinion as to the limi- 
tation on charter hire and the obligation to continue to operate 
under the American flag at the termination of the long-term charter, 
the Military Sea Transportation Service is confident that sufficient 
charter commitments can be executed almost immediately to permit 
the construction of the 20 tankers to get underway. 

In any event, it should be put to the test by immediate passage in 
the Senate and subsequent like action in the House. The construction 
of these 20 tankers will be a great help to the industry in the present 
crisis. 

Another prospect is the construction of trailer and train ships for 
the coastwise and intercoastal service. There are a number of such 
proposals now under consideration in varying stages of progress. 
They apparently have had very little cooperation from the Maritime 
Administration, despite the law providing for Government financing 
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up to S714 percent of cost under section 509 of the 1936 act. Such 
proposals ; appear to be the one way at present apparent which offers 
some hope of reviving the coastwise and intercoastal waterborne trade. 

Senator Burier. Mr. Sanford, may I say at that point that is a 
problem: presently being studied very intensively by the executive 
department. 

Mr. Sanrorp. It merits that type of study, Senator. 

Senator Burier. Yes. It has been brought to their attention and 
they are studying that very thing. 

Mr, Sanrorp. I understand that there is one such proposal which 
Is contingent upon the passage of the mortgage loan insurance bill, 
S. 3219, still under consideration by this subcommittee. I have been 

ssured in this partic ‘ular case that priv: ate finance ‘Ing cal be obt: Lined 
if mortgage loan insurance in the amount of 100 percent is available, 
but not on the basis of 90 percent insurance, which makes the pas- 
sage of this bill of paramount importance, despite objections thereto 
by the Bureau of the Budget. 

Senator BUTLER. May | Interpose at this pot that title V is still in 
the act 

Mr. Sanrorp. Yes. 

Senator Burirr. And it may be we will have to use that title for 
this particular thing and then later avail ourselves of the new title XT. 

Mr. Sanrorp. Other applicants may not be so fortunately situated 
with respect to private financing, but I can see no sufficient reason 
for an ap - ation for Government financing authorized under the 
law to be denied, particularly under present emergency conditions. 

A loan a: not an expe nditure and. under a proper system of book- 
keeping, it is not so treated. 

The purpose of the law in this respect was to promote coastwise 
and intercoastal shipping which has all but disappeared and with it 
the military potential of such a fleet. There are a number of such 

hips. the construction of which could be and would be undertaken 
Ww with proper encouragement and cooper: ation by the Government. 

There is the case of another such operator now before the Inter- 


state Commerce Commission. His application for the revival of 
certain grandfather rights alleged to have expired is being vigor 
ously opposed by certain interests. With a preponderance of land 


transportation services under the cognizance of the ICC, it has always 
been difficult for a competing water transportation service to make 
much headway. 

[t is my firm conviction that the coastwise and intercoastal services 
offer substantial prospects for shipbuilding in the very near future 
if appropriate action to that end were taken. 

Still another prospect is the $50 million program of the Military 
Sea Transportation Service for special-type ships, which involves 
7 ships. 2 large, 2 medium, and 3 small. This appropriation was 
passed by the House on April 29, 1954. It still requires action by 
the Senate. 

The exact stage of the preliminary design of these ships is not 
known to me at this time, nor how soon they could be put out for 
bids, but, once the appropriations bill has been passed and signed 
by the President, I assume that this work will be expedited in every 
possible way. 
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The Maritime Administration has the primary responsibility for 
planning and implementing an appropriate ship-construction pro 
gram to serve the double-barreled purpose of assisting in maintain 
ing the mobilization potential of the shipbuilding and ship-repairing 
industry and of providing a merchant marine adequate to that 
objective. 

It might properly be inquired by this subcommittee of that Ad- 
ministration what designs of ships to serve both objec tives are in suffi 
ciently completed condition to permit the solicitation of bids on short 
notice if the necessary authorization and funds were approved by the 
Congress. For example, in the original ship-construction request 
of $118,500,000 for new construction which was eliminated entirely in 
March 1953, by the administration there was included, in addition to 
the four passenger ships previously mentioned, a prototype tanker. 
If the design and specifications for that vessel are complete, why not 
fo nhead with it now, or with several of them ? 

What other designs, if any, are available which could be justified for 
immediate use ¢ 

Quibbling about whether the funds for ships suitable for potential 
military auxili: aries should come out of Commerce-Maritime Adminis 
tration appropriations or Department of Defense appropriations, such 
as took place last year, is out of place in an emergency such as we now 
face. 

f the five programs enumerated by the Department of Commerce 

«1 Maritime Administration and again referred to by the President 
in his letter of March 25, 1954, to the chairman of this subcommittee, 
the only two which offer any hope of immediate shipbuilding con 
tracts are the long-term-charter bill, S. 3458, and the special type 
ships for the MSTS, both already commented upon. The other three 
programs were not designed, as Senator Butler so aptly phrases it, 
“to produce il large volume of private shipyard work next week or 
next month or even perhaps within the next 12 months.” 

The 4 passenger ships, 2 each for the Moore-MeCormack Lines and 
the Grace Line, for which authorization and funds have not yet been 
requested, it being reported that the request therefor is still under 
consideration in the Bureau of the Budget, offer little prospect of 
actual construction this year, even if authorized in the present session 
of Congress. There are still some hurdles to surmount. Of course, if 
that passes, that covers that. At least one of them may be appropriate 
mortgage-loan insurance, 

The trade-in-and-build tanker bill, S. 2408, was passed by the Senate 
in the last session but the House counte rpart of this bill, H. R. 6353, 
failed to pas s the House in the closing days of that session. 

H. R. 6355 has been recommitted to the House Committee on Mer- 
chant Marine and Fisheries for further consideration. Even if this 
bill should be passed, there is no assurance that the inducement is 
sufficient to cause tanker operators to turn in T-2 tankers under the 
compensation provisions of the bill in consideration of the construction 
of larger tankers on a 1-for-2 basis, all at their own expense. 

No interest has as yet been apparent in connection with the turning 
in of tankers which had already reached the statutory trade-in age, of 
which there are a number. The legislation should be passed, “how- 
ever, and put to the test to see what new shipbuilding can develop 
from it. 
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The proposed experimental Liberty conversion program of four 
ships is more properly appropriate for a ship-repairing yard than a 
shipbuil ng yard and in any event offers ho immediate prospects for 
actual work, even if authorized. 

To recapitulate, the prospects for shipbuilding in the immediate 
future, aside from longer range proposals that can have no immediate 
effect. are as follows: 

1. Long-term charter bill by the Navy for 20 tankers; 

2. Coastwise and intercoastal trailer and train ships, an indetermi- 
nate number at this time, depending on financing; 

3. MSTS special-purpose ships, seven in number; and 

t. Maritime prototypes. 

The forevoing represents the possibilit ies for ship construction with- 
ina reasonably short time as far as I can now visualize them. My 
associates may have some further suggestions to offer 

The ship-repairing branch of the industry is in a somewhat different 
condition than the shipbuilding branch. Ship re pairing consists of 
many jobs, some small and some laree, as contrasted with a limited 


number of shipbuilding contracts. When there are no shipbuilding 
contracts, the shipbuilding yard is at a standstill. There are always 


some ship-repair contracts, even though small and few and far between. 
However. Ww hen the total volume of ship repairs ina oliven ship-repair 
vard falls below the break-even point, that yard operates at a loss, a 
condi tion in which it cannot continue indefinite ly. 

The large ship-repair yard with its many and varied facilities, in- 
cluding drydock, is equally as important as the shipbuilding yard in 
the mobilization potential of the industry. It has the vital function 
of converting merchant ships for military use in time of national emer- 
gency and of maintaining both merchant and naval vessels in opera- 
tive condition, as well as repairing combat damage to both types. 

Thus it will be evident that the maintenance of ship-repairing yards 
at «a reasonable level of operation is vital to the national security. 
Such yards will be called upon immediately to undertake a huge vol- 
ume of work in the event of a national emergency. ‘To the extent that 
the ——— ate impact of such work can be anticipated those yards will 
be in a better position to handle expeditiously the work that will be 
iaiieind to them. 

The proposal for a bill to authorize ship repair and conversion work, 
by withdrawing from the several reserve fleets some of the vessels now 
laid up, exclusive of Liberties and other marginal types, which the 
Department of Defense will require if a national emergency arises 
within the next 10 years, particularly those needing major repairs, 
in order to undertake necessary repairs or-conversions on such vessels, 
fits right in with appropriate anticipation of the impact of the work- 
load inevitable at such a time. At the same time, it would assist in 
the maintenance of the ship-repair yards under present conditions and 
permit the necessary work to be accomplished more expeditiously and 
economically. 

Such a program as has been outlined, if made effective, would pro- 
duce substantial work, but practically all of it would be of such a 
nature as to be accomplished by ship-repair yards and very little, if 
any, of it would be appropriate for shipbuilding yards. 

Many of the ship-repair yards presently are operating at far below a 
normal level and a program of repair and conversion work on laid-up 
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ships progressively spread over a period of several years would not 
only keep such yards operating at more nearly a normal level but 
would enable their retention of substantial working forces of skilled 
ship-repair craftsmen, thus maintaining a reasonably adequate mo- 
bilization potential that will be so vital immediately ome country 1s 
confronted with a national emergency preliminary to war or with war 
itself. 

A word of warning is necessary in this connection. If the so-called 
split-bid procedure is employed in this program, as it has been in past 
reactivation and deactivation programs, the program will fail to 
achieve its primary objective of putting the ship-repair yards on a 
sound mobilization basis. 

A policy under which a bid for drydocking and underwater work is 
solicited under one specification and a bid for topside work under 
another specification on the same vessel is not sound. The entire work 
should be consolidated in a single specification and the work should be 
awarded to the low bidder who can show that he is qualified to perform 
all the work covered by the specifications. 

The major repair yards having drydocking facilities are the back- 
bone of the ship-repair industry and are the very yards, the facilities 
of which, including drydocks, are indispensable to the mobilization 
potential in time of national emergency. Split bids permit shore 
shops, that is, plants without drydocks and often without shoreside 
facilities, to bid on the topside work with the competitive advantage 
of lower overhead costs than the major ship-repair yards which are the 
only ones who can bid on the drydocking and underwater work, but 
which cannot subsist on that work alone. 

Drydocking fees are not compensatory and even the underwater 
work may be more or less minor in nature so that, without the topside 
work included ina complete specification, the major ship-repair yard 
may be compelled to operate at a loss a in any event, at such a low 
level as to be unable to retain its skilled ship repairers. 

These yards have a heavy capital investment in drydock facilities as 
a necessary adjunct to a complete ship-repair yard. They should not 
be penalized because of such facilities, but rs ather they should be en 
couraged to maintain the mest complete facilities which thus become a 
part of the mobilization potential of the industry. 

This reference to the shore shops is in no way intended to be deroga 
tory to such shops as they have a very proper place in the overall in- 
dustry. There is much repair work on which they are eligible to bid 
which does not involve drydocking and underwater work for which 
they have no facilities. They should realize that repair work which 
does include the use of drydocks should be restricted to those yards 
having such facilities, or at least in a position to secure their use. 

Such a repair program as has been suggested also would accomplish 
several other very desirable objectives—all in the national interest. 

It would require a survey of existing ships in the several reserve 
fleets to supplement prior surveys already made or at least a realistic 
reconsideration of such prior surveys. As a result, it should be 
possible to determine which ships, other than Libertys and other 
marginal or overage and obsolete vessels, will be required for quick 
reactivation in the event of a national emergency, said ships to then 
become the subject of a progressive repair and reconditioning 
program. 
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To the extent that such a program can be completed and the ships 
returned to the reserve fleets in practically standby condition before 
the national emergency arises, this country will be that much better 
prepared for immediate mobilization when it does arise, and the 
inevitably heavy workload and congestion which otherwise would be 
the case in order to put these ships in operating condition will be 
somewhat eased. Thus, the ship-repair yards will be available for 
the other necessary work that will be inevitable at that time, both 
naval and merchant, for this country and our allies, whoever they 
may be. 

In addition to considering the ships which will be required for 
immediate use in the event of a national emergency, the Libertys 
and other marginal ships should be given the most care ‘ful and realistic 
consideration to determine those which are in the best condition and 
those which are in the worst condition so that, by a selective process, 
a substantial group of those which possibly might have some use for 
auxiliary services in national emergency or war may be designated. 

The limited use of slow, obsolete vessels for war service makes it 
evident that of the some 1,500 Libertys now in the reserve fleets only 
a portion will be required. In addition the cost of repairs and 
reconditioning required for many of them is so much that their 
retention, repair, and maintenance cannot be justified. 

Last July, in testimony before the special subcommittee which was 
the predecessor of this subcommittee, I suggested and recommended 
that approximately 500 of the best Libertys be selected for retention 
and the rest scrapped. Nothing has happened since then to cause me 
to change that recommendation. I consider it just as sound now, if 
not more so,than it wasthen. The ships are a year older now. They 
are older in fact than their actual ages because of their years of war 
service which took its toll, and are rapidly approaching the end of 
their useful lives, irrespective of their slow speed and obsolescence, 
which make them unfit for war-zone service. 

The figure of 500 is not sacrosanct. It is merely an educated guess 
at the number that might possibly be useful for some purpose. 

The retention of 500 of the best Libertys should provide an ample 
nucleus for any purpose for which there is a possibility that they 
might be of service: The repair and the maintenance of that number 
of vessels would not be too unreasonable. The scrapping of the bal- 
ance of approximately 1,000 would reduce the present annual cost of 
maintenance substantially. By a judicious rearrangement and con- 
solidation of reserve fleets, several of the present fleets could be elim- 
inated altogether, resulting in a further saving in maintenance cost 
by reduction in overhead as well as direct cost. 

The net revenue, approximately an estimated $50 or $60 million, 
accruing to the Maritime Administration as a result of scrapping 
1.000 Liberties, spread over a fairly substantial period, should not. be 
converted into miscellaneous receipts in the Treasury, but should be 
deposited in the construction revolving fund originally set up under 
the Merchant Marine Act of 1936, but made inoperative by a rider 
attached to the Supplemental Appropriations Act for 1948. 

That action was taken by an Appropriations Committee, not by the 
Senate and House committees having cognizance of the national mari- 
time policy. It cut the heart of the 1936 act and added immensely to 
the difficulties of achieving and maintaining on a continuing basis an 
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adequate and efficient merchant marine so essential to the national 
economy and national security. 

It is high time that that fund was reactivated and the proceeds 
from the scrapping of these vessels would make a good start, to that 
extent, at least, without any toll on the Treasury. ‘These funds, sup- 
plemented by funds from other sources, then would be available for 
construction differential subsidies, for conversions, and for necessary 
financing of new construction. 

I shall at another later time and place discuss in more detail the 
necessity for a construction revolving fund. I am at present only 
suggesting an initial step in its reactivation without cost to the tax- 
payer, as a matter of fact, with some saving to the taxpayer through 
reduced maintenance costs. 

Reference is made in this connection as pertinent and a matter of 
interest to a statement made by Senator Magnuson in 1949 at a hearing 
before the Senate Committee on Appropriations in connection with 
a supplemental appropriation bill for 1950, which involved an ap 
propriation of $25 million for ship repair. 

You remember that very well, Senator. 

The situation with respect to the ship-repairing yards was much the 
same then as it isnow. Even then, it was stated—and by Senator Mag- 
nuson—that the program of repairing laid-up ships was long over- 
due. 

I don’t want anyone to think by mentioning the amount of that 
particular bill, in the sum of $25 million, that I am suggesting $25 
million is an appropriate amount that should now be authorized. 

At that time there had been established a priority classification of 
139 military auxiliary vessels located in the then Maritime Commis- 

sion’s reserve fleets, of which it was proposed to repair 134 in fiscal 
1950. 

I think you will recall, Senator, at the last minute that was 
knocked out and never went through. 

Senator Magnuson. Yes. 

Mr. Sanrorp. Since that time, as a result of the Korean war, many 
Victory and other types of relatively modern ships were reactivated 
and necessarily repaired in the process. Upon their subsequent de- 
activation, they were returned to the reserve fleets, presumably in 
reasonably good operating condition. However, there must be other 
suitable vessels, not reactivated, now requiring repairs. 

Mention is made of this merely to point out the necessity for a 
thorough review and resurvey of the existing fleets and appropriate 
action with respect to those vessels designated for future use in the 
event of a national emergency which have not already been repaired. 

Again it is in order to state before closing that the ship-repairing 
vards would be in even somewhat worse condition than they now are 
had not the Navy inaugurated a policy of gradually decreasing the 
repair workload, and consequently employment, in the naval ship- 
yards by the allocation of more naval repair work to the private 
ship- repair yards. 

Employment in the naval shipyards postwar has been proportion- 
ately much greater as compared with the private ship-repair yards 
than it was prewar. 

This present policy establishes a definite trend in the direction at 
least of the prewar relationship of employment in the naval ship- 
vards and the private ship-repair yards. 
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Mr. Chairman, I believe I have covered both the shipbuilding and 
hip-repairing situation, insofar as I have been able to in the limited 
time which has been available for the preparation of this statement. 

After answering any questions which may suggest themselves, I 
shall eall upon my associates to present their individual situations. 

(gain I thank you for this opportunity and for your kind con- 
sideration 

Senator Burier. Mr. Sanford, I certainly congratulate you on a 
most tl orough and comprehensive statement. I think it is magnifi- 
cently done and that you can do this well in a short time—— 

Mr. Sanrorp, You know, what I like to do, Senator, when I pre- 
pare a statement, I like to write it and let it lay for a couple of days, 
ind then look at it again. Sometimes I get a little different per- 
spective on things by doing that, but I couldn’t do that in this case. 

Senator Burier. Well, I think it is a most thorough and compre- 
nensive statement. 

Mr. Sanrorp. Thank you, sir. 

Senator Burter. Senator Magnuson, have you any questions / 

Senator Magnuson. I want to apologize for not being here earlier, 
but Tam across the hall trying to write up an appropriation bill. 

Mr. Sanrorp. More power to you. 

Senator Magnuson. And I think probably we have had all kinds 
of statements. We have vot volumes ot them. 

Mr. Sanrorp. Yes. 

Senator Magnuson. We have had volumes in the many years I 
been around here in this subcommittee, and we make all kinds 


I statements. 
Mir. SANForp. Yes. 
Senator Magnuson. We are all in complete agreement with what 
\ uid. bn somebody across the hall has vot to W rite out a check. 
, Mer. Sanrorp. You are absolutely right. That is the hurdle to vet 


senator Magnuson. That is the trouble. 

Mr. Sanrorp. Yes. 

Senator Maaent SON. Now. what do we do about. it ? 

We are all in aereement with what you say. 

Mr. Sanrorp. Yes. Everybody says it and nobody does it. 
senator M AGNUSON., The cher ks are all voing to be written out in the 
? or 3 weeks. 

Mr. Sanrorn. Yes. 


Senator MaGnuson. After that, it is too late until next vear. 
1 
Ji 


hex 


r. SanrorD. Well, on the basis of your experience, Senator, you 
possibly should be in a better position to say what we are going to do 
about it than I can be, or to suggest what I might do or what anyone 
else might do, ' 

Senator MaGnuson. T have suggested on many occasions, if every- 
body is in agreement downtown on this matter, which I think they are, 
that somebody come up here and ask for some money: but they ‘don’t 
do re 

Mr. Sanrorp. There is a request now in the Bureau of the Budget 
which has not been 





Senator Magnuson. But that is too late. 
Mr. Sanrorp. I know it. 
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Senator Magnuson. We are writing the checks out right now. 

Mr. Sanrorp. I know it. 

Senator Magnuson. We are writing them right now across the hall. 

Mr. Sanrorp. I know it. 

Senator Burter. The only thing I can add— 

Senator Magnuson. Now, Senator Butler agrees to it. If he were 
down there, he would do it, and I would do it; but we haven’t any 
request to do all these things. So, we have volumes of testimony we 
are all in agreement on. 

Senator Butter. I have within the last 2 weeks been in direct con- 
tact with the President about not OnLy the long-range program, but 
also a program such as this, and I have reason to believe that some 
thing will be done about it. 

Senator Magnuson. | hope so, because time is running out. 

Senator Burier. I can assure it is now being studied. 

Senator MaGcnuson. Yes. 

Senator Butter. And very intensively studied at this moment. 

Mr. SanFrorp. The only way, Senator, you are going to stimulate 
somebody to come up here is by direct instruction from the President. 

Senator Magnuson. I think the problem is nobody wants to put 
this in the budget. 

Mr. Sanronp. Right. I agree with that. 

Senator Magnuson. So, I don’t know what we can do. 

Mr. Sanrorp. But you can’t have vour cake and eat it, too. 

Senator Magnuson. No. That is right. 

I don’t know just what we can do. Everybody is in agreement. 
Senator Butler has done all he can do. I know I have done all I 
ean do. 

Senator Burier. I don’t think there is any question about that. 

Mr. Sanrorp. Is there anything I can do that I haven’t done? 

Senator Magnuson. I don’t know. You know how it operates 
around here. 

Mr. Sanrorp. Yes. 

Senator Magnuson. And we are going to wake up, just as you say, 
a year from now, with everybody out. 

Mr. Sanrorp. That is right. That is what we are facing. 

Senator Magnuson. We are all for economy in Government, but no 
one wants to come up and ask for the money. 

Mr. Sanrorp. Certainly we—— 

Senator Magnuson. I want to ask you one thing here specifically, 
which I don’t understand, about the revolving fund. 

Mr. Sanrorp. Yes. 

Senator Magnuson. And I don’t have the figures, and must confess 
ignorance regarding it. Do they have any money in the revolving 
fund now ? 

Mr. Sanrorp. I don’t know. If there is any, it is a very, very small 
amount, and the money in there has been converted to miscellaneous 
receipts in the Treasury. 

Senator Magnuson. But you don’t have the exact figures of what is 
left ? 

Mr. Sanrorp. I don’t have the figures. There may be somebody 
here who does. ‘ ' 


Senator Magnuson. I will ask them when they come up here next 
Monday. 
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Mr. Sanrorp. There will undoubtedly be somebody from Maritime 
here. 

Senator Magnuson. Yes. 

Mr. Sanrorp. And that will be a very appropriate question. 

Senator Burier. And these suggestions will be certified to the agen- 
cies most directly concerned, and they will be asked to answer those 
questions specifically for the record. 

Mr. Sanrorp. That will be fine. 

Senator Burier. I think a lot of these suggestions in here are excel- 
lent, and they will be sent to each agency with a request that they 
answer that particular thing that you have suggested. 

Mr. Werster. Mr. Chairman. 

Senator Burier. Yes. 

Mr. Wersrer. It is my impression on this revolving fund that if 
there is anything in it now it could not be used because the appropria 
tions for the Department of Commerce are in such wording that they 
can only be used for specific purposes, and I am just informed of that. 

Senator Magnuson. I would like to suggest—and I think this might 
be a practical suggestion—that maybe you and Mr. Sanford and these 
people coul look at that language and make some suggestion so that 
I could bring it up next week when we start to write up the bill and 
try to make « a anges that would open up this revolving fund. 

Mr. Sanrorp. That is a very good suggestion. 

Senator Macnuson. It is probab ly the language in the appropria 
tion act rather than actual funds. 

Mr. Wesster. In that connection, Senator Magnuson, the Murray 
Report, which we refer to as the maritime subsidy policy report some- 
times, does recommend the revolving fund cone ept be adopte od again. 

Mr. Sanrorp. It does. 

Mr. Werster. I think the General Accounting Office in its recent 
audit of the Maritime Administration’s affairs of last year gives in 
dication it would oppose the reenactment of such a program, but none- 
theless I certainly will do what you suggest and try to work on that 


language. 
Senator Maenuson. Yes, because we are going to do that on 
Monday. 


Mr. Werstrer. We will do that. 

Mr. SanForp. I will be glad to sit down with Mr. Webster any time 
and see what we can work out. 

Mr. Wesster. I am sure we can work something out. 

Senator Magnuson. Yes, because surely that revolving fund ought 
to be open and available. Maybe nobody will take advantage of it, 
but surely the 1936 act direc ted you have that fund available and open 
for those who might want to apply it. 

Mr. Sanrorp. It was the exact purpose of it. 


Mr. Werster. The only opposition I know of today to the revolving 


fund—— 
Senator Magnuson. The General Accounting Office ? 
Mr. Wenrster. Comes from the General Accounting Office. 
Senator Burter. Well, they took care of the United States for you. 
Senator Magnuson. Yes. They got that str aightened out. 
Senator Butter. Were there any further questions? 
Senator Macnuson. No; I have no further questions. 
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Senator Burier. Would there be any possibility, Mr. Sanford, in 
subcontracting any of the topside work if the underwater work went 
to some of the yards and the smaller yards were in need of work? Is 
that a practical suggestion / 

Mr. Sanrorp. Well, of course, some of the smaller yards couldn’t 
undertake the underwater work. They could only undertake the top 
side work. 

Senator Burier. I mean the larger yards could take all the under- 
water work. 

Mr. Sanrorp. And then subcontract—— 

Senator Butter. And then subcontract the topside work. 

Mr. Sanrorp. Then you have defeated the very purpose of what 
you are trying to accomplish. 

Senator Burier. It would not be practical to do it at all 

Mr. Sanrorp. I don’t think so. 

Senator Butter. In other words, the smaller yard could not bid on 
work of that character? 

Mr. SanFrorp. There is plenty of work for the smaller yards that 
they are quite competent to handle. 

I think perhaps, Senator, you may develop more information along 
that line from those in the ship-repair business or the shipbuilders 
when they make their statements, because they would be very happy 
to answer any questions. 

Senator Burter. Are there any further questions? 

Senator Magnuson, do you have any further questions? 

Senator Magnuson. No. I just think, Mr. Chairman, Mr. San- 
ford’s suggestion on our laid-up fleet, to just take another good, clear 
look at it, is very pertinent. 

Senator Butter. I do, too. 

Mr. Sanrorp. May I correct you, Senator ? 

It was Senator Butler’s original statement. 

Senator Magnuson. Well, what I mean 

Mr. SanForp. I am just following through on it. 

Senator Magnuson, I think we all are in agreement to take another 
real look at it. 

Mr. Sanrorp. You advocated back some years ago—— 

Senator Maenuson. Oh, yes; and I think we might be able to break 
the log jam by doing something about that. 

Mr. Wesster. In that same connection, it seems to me that in look- 
ing over that reserve fleet the Korean experience is going to afford 
us a good indication of just how many vessels we need. 

Mr. Sanrorp. It should. 

Mr. Wesster. I am sure the Department of Commerce and the De- 
partment of Defense will bear that experience in mind in arriving at 
conclusions on suggestions which you have made. 

I think the record could show that while we have had no official 
position of either the Department of Defense, the Bureau of Ships 
in particular, or the Department of Commerce, the indications we 
have received from both of those departments are that they are 
in deep sympathy with the plight = the yards find themselves in 
and that they are going to do all they can to help this subcommittee 
in its endeavors to get this emergency program into a realistic 
situation. 
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Mr. Sanrorp. And, as Senator Magnuson so aptly points out, all 
that is lacking is the money. 

Senator Magnuson. I would like to see one item in the budget, and 
there is a lot ef sympathy, but I would like to see proposed an item. 

Mr. Sanrorp. We can’t carry out on sympathy. 

Senator Magnuson. And I appreciate—I don’t want to be unfair— 
we are struggling with a fiscal problem, too. 

Mr. Sanrorp. Yes. So do I. 

Senator Magnuson. There is no argument about that. 

Mr. Sanrorp. But there can be a situation where certain types of 
economy are false economy. 

Senator M A\GNUSON. Yes. 

Senator Burier. Well, hope springs eternal, and I am hoping 
against hope that this time we will vet that item in the budget. | really 
think we will. 

If there are no further questions - 

Senator Magnuson. I have no further questions. 

Senator Butter. Thank you, Mr. Sanford. 

Mr. Sanrorp. Thank you for being here, Senator. 

Senator Burier. I think your statement 1s a most excellent 
statement. 

Senator Magnuson. It is very good. 

Mr. Sanrorp. Thank you. 

Senator Butter. Mr. Daniel Strohmeier, vice president of the 
Bethlehem Steel Co. 

Mr. Sanrorp. Senator. there are two of the gentlemen here who 
have other engagements. 

Senator Burier. Who are those gentlemen ? 

Mr. Sanrorp, And if you have no other objection—— 

Senator Burrter. Yes: that is all right. Who are they? 

Mr. Sanrorp. Mr. Lanier. ; 

Senator Burier. Yes. 

Mr. Sanrorp. Mr. Lanier, will you come up here, please. 


STATEMENT OF MONROE B. LANIER, PRESIDENT, INGALLS 
SHIPBUILDING CORP., PASCAGOULA, MISS. 


Mr. Lanter. Senator Butler and members of the committee, my 
name is Monroe B. Lanier, president of the Ingalls Shipbulding 
Corp., Pascagoula, Miss. 

Senator ButLer, Do you have additional copies of your statement ¢ 

Mr. Lanier. No, sir. This is a just a brief memorandum. I will 
leave it. 

Senator Butter. Fine. Thank you. 

Mr. Lanter. Mr. Sanford has suggested that several of the ship- 
builders from the various sections of the country make a few state- 
ments in connection with the situation that exists at their yards, which 
may be of some interest in this discussion. 

Our shipyard embraces 10 shipbuilding ways and 9 outfitting slips. 
[t is the only surviving shipyard on the entire Gulf Coast, with facili- 
ties capable of building seagoing vessels within the range of 400 to 650 
feet in length. There are many other shipyards capable of building 
such ships which have been in existence from time to time over the 
past 20 years, but they have either been converted to other purposes 
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oO} have been dismantled on account of the Jack of shipbuil ling 
business. 

Since the delivery during the past month of the last of five of the 
large Mariner-class vessels constructed at our yard, for the first time 
n 16 years we have not one merchant ship under construction or under 
ord 


construction of foreign-flag ships, 


der, although in 3 of those years our business was conducted in the 


We have a limited naval cor struction program for prototypes ol 
three new classes of nay I a xil rie . which worl load temporarily 


supports a nucleus of skilled craftsmen to the extent of approximately 


310) percent of our full force. 
Most of this limited program, a 


1 


other Coast il vards, could have 


been completed in 1954 with even half of our normal complement. of 


personnel, but it has been expedient to stretch out our deliveries with 
the reduction in the overall force in order to olve somew hat longer or 
more continuous employment of the hard core of the most skilled, 
Kperi ced craft sen Vv hom we consider irreplaceable if laid off. 

As it is, by the end of this year the majority of the remaining force 

our steel-working crafts must be laid off unless new business is 
developed within the fourth quarter of 1954. 

It is that hard core of experienced craftsmen on which we must 
depend to train the large number of inexperienced shipworkers in 
event of the revival of the merchant shipbuilding or a national emer- 
gency. 

In the absence of any appropriation for ship construction for the 
American merchant marine for the 1955 fiseal budget, it would be 
during fiscal 1957 at the earliest before it would be possible to deliver 
the first of any new series of large merchant ships. 

It is a cause of concern and alarm not alone to the shipbuilding 
industry but to the American people that the American merchant 
marine will have passed by that time 60 percent ot its useful life, 
with a great number of the ships now in active service having then 
reached the end of their useful career. 

It is also of great concern that, with the exception of the 35 Mariner- 
class vessels which have been built or are being built, there is no ship, 
dry cargo or tanker, in the American merchant marine of the speed 
of an undersea craft of a potential enemy. 

This means that the American merchant marine, the fourth arm of 
our national defense, is approaching block obsolescence at the peril 
of our national security. 

Most of the shipyards of America will within a few months be forced 
to discontinue operations through lack of business unless there is an 
immediate resumption of merchant ship construction, 

This would be a tragedy not alone to our shipyards but to industry in 
ceneral and to our defense potentialities, primarily in the loss of tech- 
nical staffs and skilled workers in those yards which will go to other 
industries, and history shows they rarely return. 

The only hope to prevent this almost immediate disruption is the 
rapid enactment of legislation now before the Congress referred to in 
Mr. Sanford’s statement. 

We urge, in behalf of the industry, our skilled labor, and, in fact, the 
interest of the Nation, that immediate steps be taken to pass these bills, 
with such amendments as may be necessary, that will permit a continu- 
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ation of shipbuilding and ship-repair work in order to bridge the 
gap between early suspension and the hoped for resumption of mer- 
chant shipbuilding through the adoption of the constructive, long- 
range program recomme nded to the Congress by the Department of 
Commerce and its Maritime Administration. 

Senator Burier. Thank you ever so much, sir. 

Mr. Sanrorp. Mr. Pierce. 

(Exhibit D, referred to by Mr. Sanford, showing tonnage of naval 
vessels under construction in the private shipbuilding y: ards of the 
United States, having been cleared by the Navy Department, is included 
herewith.) 


TONNAGE OF NAVAL VESSELS UNDER CONSTRUCTION 
IN THE PRIVATE SHIPBUILDING YARDS OF THE UNITED STATES 
AT THE END OF EACH QUARTER FROM 1ST QUARTER OF 1947 
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STATEMENT OF HARRY W. PIERCE, PRESIDENT, NEW YORK 
SHIPBUILDING CORP. 


Mr. Pierce. Senator and gentlemen, I have no prepared remarks, 
and I am going to make them very brief. 

Senator Butter. All right; proceed, sir. 

Mr. Pierce. My name is Harry W. Pierce. I am president of the 
New York Shipbuilding Corp., whose yards are located in Camden, 
N. J. 

We have been building both commercial and naval-type vessels of 
practically all sizes and types for more than 50 years at that location 


and, in fact, have built a sizable percentage of the naval combatant 
vessels. 


Needless to say, we are assigned a heavy and very necessary part of 
the mobilization plans of the Navy. 

Weare typical of the yards to which Mr. Sanford has referred which 
are engaged essentially in new construction—that is, we have no dry- 
dock facilities—and although we have in the past and are presently 
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engaged in some major conversions and modernization work, we are 
not in the category of the repair yards to which your committee is 
specifically addressing itself now. However, I think that as a part of 
the whole picture we should show just exactly how we stand. 

During World War II New York Shipbuilding reached an employ- 
ment of 34,000 and was engaged almost entirely in producing naval 
combatant vessels, from battleships down through heavy and light 
cruisers and the Independence class of light carrier. 

Senator Burier. Mr. Pierce, did your yard produce the U.S. S. 
Ringgold? Do you remember ¢ 

Mr. Prerce. No, sir. 

Senator Burter. The destroyer ? 

Mr. Pierce. No. We built no destroyers during the war. 

Senator Burter. I think that was built after the war. 

Mr. Prerce. Possibly 

Senator Burter. I asked you that question because my mother- 
law christened it and I had the pleasure of going up to the yards. 

Mr. Prerce. I will have to invite you to another launching then. 

We are probably best identified with the famous battleship South 
Dakota and the Independence class of light carriers which were con- 
verted from light cruisers when we had our heavy losses early in the 
war on our carriers, and some 9 — were pushed out in 11 months, 
and I think filed a very necessary gap at that time. 

As a result of the end of the war, we dropped back, actually hitting 
a low point of some 2,000. 

Presently we are operating with approximately 7,000 employees, 
but that imbalance that has been referred to is already in effect. 

We will complete our merchant work—the five ships of the Mariner 
program—in July. We deliver one next week. The last will be 
delivered in July. That will be the end of the merchant-ship con- 
struction. 

Senator Butter. And then all of your help and all of your skills will 
be out ? 

Mr. Prerce. No; not entirely. We have ships from the naval pro- 
gram, five large oilers, all of which now have been laid down, and 
the last of the steel is disappearing into the end of the pipeline. In 
other words, we are in urgent need now of contracts to continue the 
stable employment of our steel fabricating and erecting groups. 

That lato will be delivered early next year, all five ships, so 
that while w at present at a somewhat satisfactory level of total 
employment, nie of this imbalance that I speak of, it immediately 
heads downward at that time. 

The remaining work is of a similar nature. That is, it is outfitting, 
involves the outfitting crafts, pipefitters, electricians, and machinists, 
on the conversion of two World War ITI cruisers into guided-missile 
ships which have very high priority. 

The situation in the imbalance is even worse in a direction I particu- 
larly want to stress. That is in the enginering and designing groups, 
which all of the large, new construction yards must maintain. 

The naval program, for example, is the one in which we are not the 
designing yard. We are following yard, as we were in the case of 
the Mariners, providing little work for our engineering staff. 

Except for the conversion of the guided-missile vessels, we have no 
engineering work at present and none immediately in sight unless 











16S MERCHANT MARINE STUDY 


some of this sete legislation, particularly the ship mortgage bill, 
which I understand does not require appropriations, and which doesn’t 
involve the handicap that Senator Magnuson mentioned, can be passed 
immediately. After all our work depends upon a healthy shipping 
industry and any inducements that may be offered for either private 
es which permit the ship operators 
to ex} ( th new ship the best way of providing work for the 


or Government mortgas 


y 


We believe and I am in thorough accord with that part of Mr. 


S |’ itement—v ll of it, in fact, Mr. Sanford, but with 
that part—that intercoasta pping can provide presently an un- 
kno ibsta ount of work for the new construction yards 
(Lie of t S Mi rigvayv Act and other difficulties are 
oislati t be the Congress, and I certainly urge, 
In conjunction with you ern for the plight of the ship-repairing 
is, tl t vou | adthe weight of vour efforts to getting those things 
Senator Burier. I ean tell you, Mr. Pierce, that no other bill 
recely Yy more consideration thal that bill. 
Mr. Pierce. That concludes my brief remarks, Senator. I appreci- 
( Soaking: nity of making them. 
Senator Burier. Thank you so much, and we are delighted to have 
you come before our subecomn ittee. 
* While Senator Maonuso ays there have been volumes of testi- 
mony, I don’t think it has been given under such conditions as these; 


ind, after all, we must remember that we have now a new administra- 
tion that must be educated up to the needs of this industry, and I think 
this serves a very constructive need. I can assure you it will be 
brought to the attention of the people who are now studying this pro- 
gram, from the standpoint of emergency both of the building yards 
and the repair yards. 

Mr. Prerce. Iam elad to hear that. 

Senator Burter. Thank vou very much for coming. 

Mr. Sanrorp. Mr. Burke, would you like to make some remarks? 

Senator Burier. Mr. Burke. 


STATEMENT OF RICHARD L. BURKE, PRESIDENT, SUN SHIPBUILD- 
ING & DRYDOCK CO., CHESTER, PA. 


Mr. Burke. Senator, I appreciate the opportunity to speak. 

Senator Burier. We are delighted to have you, sir. 

Mr. Burke. I am Richard L. Burke. 

Senator Burier. Mr. Burke is president of the Sun Shipbuilding 
A Drydock Co. 

Mr. Burke. Yes. I am president of the Sun Shipbuilding & Dry- 
dock Co. at Chester, Pa. 

I have no prepared statement. 

Senator Burier. I pass by it many times on the train, and I try to 
Pp eek in as best I can to see whi at you are doing. 

Mr. Burks. Well, we have a sign out there on our business, to indi- 

‘ate our business is there, and try to encourage people to build Ameri- 
can ships to carry American goods. 

Senator Burier. That is a very worthy objective. 
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Mr. Burke. Mr. Sanford’s statement we are a hundred percent in 
accord with. 

I just want to verify our particular position. 

Senator Burier. Yes, indeed, sir. 

Mr. Burke. One year ago we had 6.300 people employed in our 
plant. ‘Today we have 2,760, 

We have 2 ships on the shipways, 1 of which will be launched this 
coming Monday and the other 1 in about 3 months. 

We have one _ r order that has been just temporarily suspended, 
and that order, by the way, is for our parent company, the Sun Oil 
Co. That ship w ill eventu: ally be built. 

We are building the third of four that was on order for them at the 
present time. That is the one left on the shipways. 

We are really building the ship to keep the plant in operation. 

Now, our little brief history of our company: Before the last war, 
World War II, in 1938, 1939, and 1940, we were working on the then 
Maritime Comn rate s long-range program which en: abled us to keep 
about 6,500 to 7. 00 employees in “ang ation prior to 1941. 

When the war came, we were then 1 position to expand from an 
8-shipway yard to 28 shipways, ina sania of a year and a half. 

We produced in 1939, 11 ships; in 1940, 12—and I am just going to 
read them—remember, here is this little bit—and in 1941, 15 ships, 
with an average personnel of about 7,000 for those 3 years. 

We went from 9,700 people i in 1941—that was the latter part ot 
1941—to an average for the year 1942 of 22,800. 

This may sound rather funny. That was the average. 

We wound up the year with about 30,000. During that time we 
had about 28,000 turnover. 

Now, practically the same thing happened in 1943. Our peak 
employment was 35.600 in oper: ition of the 28 shipw ays. 

Then 1943 was a good year, in view of the fact that we not only 
built ships, but we built additional shipyards, shipbuilding facilities, 
along with that. 

In 1944, which was our largest producing year, we delivered 81 
ships. 

Now, we had from the mobilization point of view anucleus. We had 
our working force there, and which we could spread out over this 
enormous plant the increase that we had in those 2 first years of the 
war. 

At the present time, with 2,700 people, we = have the property, 
and 12 of those 28 shipways—8 have been in operation the past 2 
years; 4 of them have not, but they are still in concrete construction 
so that they could be put into operation. So, of the 28 shipways, we 
have 12 of the ways that are ready for operation at any time. 

As I say, after Monday we will = have one ship on the ship- 
ways, and our force has been reduced, as I have just told you here, 

It would seem to me that. there nil be particular attention paid 
to some long’ range plan. 


It was a long-range plan of 1938 in which the C-2 vessels, C—3’s, 
and C-4’s were built, and that enabled us to build up an organization 
of people with experience to go ahead and expand. 

Right now we don’t have enough people left to even supervise if we 
were put in a position through an emergency of having to rehabili- 
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tate the other 16 ways that are not now in operation. They have all 
rotted away. ‘The piers in six wet basins are all gone. That could all 
be renewed. 2 he space is there. It represents not only a shipbuilding, 
a merchant shipbuilding, proposition—we didn’t do any Navy work; 
we always tried to maintain our yard on merchant work entirely— 
but we also have there the only operating ship-repair yard in the port 
of Philadelphia at the present time, other than the small outfit that 
was trying to run the old tramp shipyard. I don’t know just what 
they are doing. They have very few facilities left up there for 
handln o all types of ship repair W ork. 

Without ships on our shipways, due to our geographical location, 
we don’t have a labor market in which to call upon to carry on ship 


repall We must have, to maintain our ship-repair business, some 
backlog of shipbuilding. 

Phat is the reason at the present time we are building two ships 
for our parent company. One, as I say, we are building; the other 
ne has bee deferred te orarily. but we will build it, and that is 
just the backlog that we ire ru ¢ that big plant on today. 

We feel very strongly inclined to the opinion that 1f this law can 
be | ed on this 20-tanker program, for the long-term 10-year lease, 
that ll be an incentive and I feel juite sure will be productive in 
0 mo Ori 

The question arises in our situation: Here is a million and eight- 
tenths of solid shipbuilding facilities, potential facilites, that have 
been there once—the buildings are there: we have taken care of those— 


lose to the Philadelphia Navy Yard—and, by the way, they have been 
quite helpful in the last 2 or 3 years; they have given us some work 
here, and that has helped us maintain a force, but I think there must 


He some Col leration given to some long range plan, as I said before, 
these few facilities they have throughout the United States, 


ipbuilding and ship-repair facilities, can be maintained. 


Qur present workload—last year, from a carryover of 1 or 2 years 


fore, our gross business amounted to $69 million. This year the 
int booked is $14 million. and that includes the finishing of this 
e ship for our own c ympany that we haven’t started. 


So, that shows the status of our situation there. 

We feel, from a merchant standpoint, that the Sun Yard is a very 
worthwhile plant for the Government to fall back on in time of 
‘mergency. We built hundreds of ships there during the last war. 
They weren’t small ships, and neither were they particularly big 
ships, but we did build 198 of the T-2 vessels, which represented 
approximately 40 percent of all the tanker tonnage that was built 
in this country during the last war. 

[ just mention this to give you an indication of the size and capacity 
of our plant; and, with the outlook as pessimistic as it is, we can’t 
go ahead continually and maintain that large plant unless we have 
some work in there. 

So, what I have given you has substantiated, I think, our particuls ir 
plight in the shipbuil« ling industry and some of the statements that 
Mr. Sanford covered, and I think those statements apply wonder- 
fully well to the entire we oboe and particularly to our plant. 

I thank you for the opportunity to get up and just let you know 
where we are from and give you a picture of our position. Thank you 
very much. 








~as, 
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Senator Burier. Thank you, Mr. Burke. We are glad to have you 
down, sir. 
Mr. Strohmeier. 


STATEMENT OF DANIEL D. STROHMEIER, VICE PRESIDENT, 
BETHLEHEL STEEL CO., SHIPBUILDING DIVISION 


Mr. Srronmerer. My name is Daniel D. Strohmeier. I am vice 
president of Bethlehem Steel Co., in charge of Bethlehem shipbuild- 
ing and ship repair activities conducted in 11 shipyards on the 
Atlantic, Gulf, and Pacific coasts. 

I understand the purpose of this hearing is to discuss what emer- 
gency legislation could be of immediate assistance in the preservation 
of this country’s shipyards so that they will be in a condition of 
readiness for a war emergency. 

On the 26th of April, 1954, Rear Adm. W. D. Leggett, Jr., Chief 
of the Bureau of Ships, testified before this subcommittee that— 
it is my opinion that the industry is not prepared today to meet the sudden 
challenge of a full-scale emergency. 

Mr. Sanford, president of Shipbuilders Council of America, has 
presented to you a picture of the situation confronting the country’s 
shipbuilding and ship repairing industry. 

I would like to touch upon our own situation in Bethlehem ship- 
yards. 

First, in regard to shipbuilding, as distinct from ship repairing, 
Secretary Anderson testified on the 26th of February, 1954, before 
a subcommittee of the House Armed Services Committee that: 

Bethlehem yards represent about 60 percent of our commercial mobilization 
potential for Navy surface combatant types of escort vessel size and above, 

During World War IT Bethlehem operated 8 shipbuilding yards, 
of which 5 were engage a primarily in the construction of combat naval 
vessels and three were occupied mostly with merchant types. 

Because certain companies which were in the shipbuilding business 
before and during the war are no longer in business, Bethlehem’s M- 
day responsibilities include three additional shipyards for the con- 
struction of naval vessels. 

Basically, the key yard in any major shipbuilding effort by Bethle- 
hem is our Quincy yard, where we have our principal technical and 
design forces and our nucleus of managerial, supervisory, and skilled 
personnel to assist other Bethlehem yards in achieving a rapid mobili- 
zation buildup. 

The last merchant vessel will be delivered by Quincy this fall. 
Quincy has on hand after that only enough work to occupy 5 percent 
of its total capac ity. 

Our Sparrows’ Point yard, which is our principal merchant ship- 
building yard and whic h last year delivered more ship tonnage than 
any other shipyard in the world, will be entirely out of work this fall 
and faces a complete shutdown. 

Thus, by the end of the year, unless new work develops in the mean- 
time, we shall be reduced to 5 percent operations at Quincy, Sparrows 
Point closed down and the only other work will be the finishing up 
of Mariner-class ships at our San Francisco yard, which is our prin- 
cipal west coast yard. 
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In view of the foregoing and in the light of Secretary Anderson’s 
testimony, it would seem to me that Admiral Legget’s comment that 
the industry is not prepared today to meet the sudden challenge of 


1 


a full-scale emergency is rapidly becoming a masterpiece of under- 
statement 

There are pending several bills which would be helpful within vary- 
ing periods of time. It is important that these be enacted at this 


session, because very little good will be accomplished if the doctor 
arrives after the undertake has performed its task. 

What needed is legislation with an extremely short fuse, some- 
thing that will produce immediate results. 

For merchant shipbuilding yards like Sparrows Point, the most 
mmediate relief would be the enactment of S. 3453, authorizing the 
Military Sea Transportation Service to enter into long-term charters 
ot 1 t tankers. If this le@islation were enacted this month and 
MSTS were prepared to act promptly, I believe shipbuilding con- 
traets could be placed before the end of July. Keven then, the first 
keels could not. be laid before the end of this vear. 

I ippreciatt this bill is not within the jurisdict on of this subcom- 
mittee, Dut | include it be ause, in my opin On, it would produce the 
most immediate results. 

I would like to add just one word of comment on this tanker bill. 
\s now written, there is a limitation of $5 in the average time charter 
rate over a 10-year period. It is customary in time charters of any 

ich duration to provide for escalation, as obviously no shipowner can 
project his operating cost for such a period of time unless he can 
be assured of the future value of the dollar. Without assurance that 
the $5 rate limitation is subject to escalation, there is doubt in my 
mind that private financing ean be arranged to build the ships. Either 
the 85 limitation should be deleted or it should be made clear that the 
$5 limitation is based on present costs. 

Other pending bills which should be enacted promptly and which 
may prove helpful are the following: 

3219, ship mortgage insurance: There are several possible new 
buildings that would become probable with the enactment of this leg- 

lation. This legislation could result in new keels by mid-1955. 
Hlowever, if the Bureau of the Budget recommendation is adopted to 
change the insurance coverage from 100 percent to 90 percent, I do 
not think there will be any real improvement over last year’s legisla- 


, 


1 


tion, which ha proven to be a failure. 

S. 3162, amending proy ision of the Merchant Marine Act of 1936 

th respect to determination of construction differential subsidy: 
The present. law is subject to two serious disadvantages, which have 
t] e effect of discouraging shipbuilding. 

One is the great length of time required for determination of a 
differential Su sidy for a specific job because of administrative diffi- 
culties umposed by present law. 

The other is the uncertainty of the validity of any such determina- 
tion. : , ; 

Senator Burier. Mr. Strohmeier, have you given any thought to 
the suggestion made by the GAO? , 

Mr. Srronmerer. Yes. 

Senator Burier. In connection with the construction subsidies ? 

Mr. Srroumerer. Yes: I have, 
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Senator Burier. Do you think it is workable ? 

Mr. Srronmeter. In my opinion, it isnot workable. 

As I understand the GAO proposal, there would be a review period 
of 60 days; but if GAO, as I understand the proposal, was not pre- 
pared to approve in 60 days the matter could be held indefinitely. 
So, I am afraid we would find ourselves just where we are today. 

Senator Burier. The only difference being you would have your 
fight before instead of after. 

Mr. Wersrer. In that connection, Mr. Strohmeier, I don’t recall 
from my experience any oceasion where the General Accounting Otlice 
has been remiss or tardy in determinations, do you?! 

Mr. Srrommerer. No, but I think if another administrative body 
has the right to review the time element involved will quite defeat 
the whole purpose of the proposed leaislat Ion. 

Senator Burrer. And your statement went to the case where GAO 
lidn’t agree on the subsidy granted, and so reported within the 60- 
day period. And then what happens after that is just a question of 
giving and taking, and you may never get together w ith GAO on what 


/ 


is appropriate 

r. SrrouMErER. In a Wily, that would be worse than the present 
unsatisfa tory state of affairs. At least with the present uns itisfac 
tory state of affairs we do have, as actual hardware and ready for war 
emergency, the liner /nited States and the liners Jndependence and 
Constitution. Ilad this proposal been adopted and had it been in 
effect back in 1948, we wouldn’t even have those three ships. 

Mr. Wessrer. I think there is a great deal in what you are saying, 
Mr. Strohmeier. I think the feeling of the Maritime Administration 
officials with whom I have discussed the matter recently is something 
like this: That today, the present time, they are able, partially be- 
cause of a very good working relationship between the respective 
offices. to resolve the matters, and in one case- I think In the Case of 
determining the price on the Mariners—they were able to do it by 
advance decision, and in the Grace and More-McCormack cases I think 
there has been close cooperation between the two agencies. 

[ am not sure but what the Department of Commerce today would 
not feel the present law is being made workable primarily due to 
cooperation of the two agencies, and I don’t know whether you care 
to comment on that or not. 

Mr. Srroumeier. Well, as I understand, the working relationships 
between the Maritime Administration and GAO are on a far more 
cordial, cooperative basis; but you mentioned the Mariner-class de- 
termination. My impression is it took over a year after the first 
inquiries were made before a price was established. 

Mr. Werster. I just don’t know the facts on that. I know the find- 
ing and advance ruling did come down, and insofar as finality is con- 
cerned, leaving aside that very important element of the time factor, 
we could never have had the situation which developed in the United 
States Line cont roversy. 

Mr. Srroumerer. Well, my judgment is the proposal to review 
within a 60-day period would not be an effective substitute for the 
legislation that has been proposed, AsI say, it is a matter of personal 
opinion. 
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S. 2408, providing for a national-defense reserve fleet of tankers: 
This bill, if enacted, would hasten the construction of a few coast- 
wise tankers, and every effort should be made to pass it this year. 

S. 3233, providing for 50 percent participation by American-flag 
vessels in carrying of foreign-aid cargoes: While this legislation 
would have no immediate effect upon new construction, it would help 
create a healthier economic atmosphere for American-flag vessels, and 
in turn would be reflected in the shipyards of this country. Ship 
repairing should receive rather prompt indirect benefits, and this 
brings us to the consideration of our ship- repair yards. 

Bethlehem has 8 yards so engaged—1 in Boston, 4 in New York, 

Lin ae 1 in Beaumont, 1 in San Francisco, and 1 in San Pedro. 
Onh one of a yards is operating with a ship-repair force that 
regular ly exceeds a thousand men. Some of these yards frequently 
drop to less than 10 10 men on ship-repair work. 

We often hear a good deal of hue and cry when the Navy announces 
that a naval shipyard, employing, say, 15,000 men, is reducing its force 
by two or three hundred men over a period of several weeks. In the 
commercial ship-repair industry far greater reductions in a day are 
common. 

Considering the fact that any sudden war emergency would require 
an immediate and major effort on the part of the repair yards, I believe 
that our low and unsteady level of ship-repair operations leaves us in 
a poor position for mobilization. 

In the ports where we have ship-repair yards only the port of Balti- 
more offers sufficient ship-repair work to maintain a steady enough 
volume of work so that we would feel justified in stating that we are 
ready for an emergency. 

In other ports the volume of work is so low and so unsteady that 
we view our ability to respond to an emergency effort with some 
apprehension. 

What is the solution to the ship-re ie air problem ? 

I believe part of the answer lies in legislation and part in basie 
Government policy. 

A few years ago this country embarked upon a program of 35 ves- 
sels of the Mariner type. These ships are the fastest of their type 
inthe world. They were designed and constructed with a view to their 
future military value. Because of their size and speed, they are not 
economical vessels for normal peacetime commercial operations. The 
result is that at pew a great many of the Mariners are laid up. 
On the other hand, the Navy has a considerable number of merchant- 
type vessels in its auxiliary fleet composed of ships converted during 
the war and earlier from C—2 and C-—3 type cargo ships and the like, 
the speeds of which are substantially less than that of the Mariners. 

It would seem to me that it would be of benefit all around if a pro- 
gram were started to convert the laid-up Mariners into vessels appro- 
priate for service in the Navy fleet train and thereby retire to the 
strategic reserve the older and slower ships in the Navy whose utility 
has decreased with age and with the rising importance of speed. , 

[ recommend that a sum of $150 million be authorized for the per- 
formance of such a program in private shipyards. 

There may be vessels today in the strategic reserve that require 
repairs or alterations. If there are such vessels, I believe immediate 
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steps should be taken to put such work in hand as quickly as possible 
and to continue it on an orderly basis so as to provide some degree of 
stability of employment in private shipyards. 

As to national policy, I believe the division of work between private 
yards and naval shipyards should be reexamined in the light of what 
is best for our overall mobilization potential. 

I believe that the Navy has given thia matter very serious attention 
and has taken a realistic position with respect to the construction of 
new vessels in private shipyards. 

Navy repair and alteration work, however, has, as a matter of policy, 
been placed, for the most part, in naval shipyards. In Boston, New 
York, San Francisco, and San Pedro ports, where both we and the 
naval shipyards are located, the naval shipyards have operations con- 
siderably larger in terms of employment than all of the private yards 
in those area combined. 

It is our belief that the mobilization potential for the country would 
be enhanced by a judicious distribution to private yards which have 
M-day responsibilities of a small part of work now going into naval 
shipyards. For instance, our Staten Island yard, which built de- 
stroyers during World War II, is scheduled to be engaged on that 
type of work and is also scheduled to operate Kearney and Port 
Newark which were during World War II operated by a company 
not now in the shipbuilding business. Staten Is land's responsibilities 
under present M-day schedules will require a buildup from a few 
hundred men building barges today to over 80,000 men building de- 
stroyers and destroyer escort types. In spite of such M-day respon- 
sibili ties . there has not been assigned to the Staten Island yard a sinzle 
destroyer or destroyer escort for construction, repair, or alteration 
work since World War ILI. 

I know of no w: ay for an organization to keep its hand ine xcept by 
doing. In view of the M-day responsibilities at Staten Island, there 
should have been at least one vessel of the destroyer or destroyer 
escort type in that yard at all times. 

There are undoubtedly many other situations throughout the in- 
dustry, where a small volume of the right kind of work judiciously 
pl wed would go a long way toward building up and maintaining the 
potential stre ngth of this country. 

Thank you for the privilege of appearing before your subcommittee, 
Senator Butler. 

Senator Burirr. Thank you, Mr. Strohmeier. That is a very 
excellent statement. 

What is the pleasure of the remaining witnesses ? 

It is now 12: 30. 

I think maybe it would be well, if convenient, that we could have 
lunch. 

Does that meet with the pleasure of the remaining witnesses 

We can meet at 2: 30. 

If any of you have a pressing engagement, I will take you now; but 
otherwise we can meet at 2:30 in room 457 in the Senate Office 

saildinn. 

(Whereupon, at 12:30 p. m., the meeting was recessed, to reconvene 
at 2:30 p. m., of the same day, in room 457 of the Senate Office 

suilding. ) 
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AFTERNOON SESSION 


(The subcommittee reconvened at 2:38 p. m., pursuant to recess, in 
room 457 of the Senate Office Building, Senator Butler presiding). 

Senator Burier. The subcommittee will come to order. 

Mr. Boggs. 

Mr. Bocas. Mr. Gritta and I are together. 

Senator Burier. Good. Come right forward. 

Sit right here, across from the reporter. 

Mr. Bocas. Mr. Gritta is the secretary-treasurer of the metal trades 
department. We are presenting a joint statement to save you time. 

Senator Burier. It is certainly nice to have you with us, and you 


STATEMENT OF B. A. GRITTA, SECRETARY-TREASURER, METAL 
TRADES DEPARTMENT, AMERICAN FEDERATION OF LABOR, AC- 
COMPANIED BY MAYWOOD BOGGS, REPRESENTATIVE OF THE 
INTERNATIONAL BROTHERHOOD OF BOILERMAKERS, IRON 
SHIPBUILDERS, BLACKSMITHS, FORGERS, AND HELPERS 


Mr. G rrA. Mr. Chairman and members of the committee; my name 
3. A. Gritta. Iam secretary-treasurer of the metal trades depart- 
ment of the American Federation of Labor. Iam appearing here in 
the absence of Mr. J. A. Brownlow, president of the department, who 
ecessarily is on the Pacific coast this week, and, I might add, in con- 
matters concerning the shipbuilding industry on the 


\ p ring with me Mr. Maywood Boggs, representative of the 
International Brotherhood of Boilermakers, Iron Ship Builders, 
Blacksmiths, Forgers, and Helpers. 

| addition to the Internat nal Brotherhood of Boilermakers, Iron 

smiths, Forgers, and Helpers, the following inter- 
ein aimiiation \ ith the metal trades department : 


Anne ‘ | ‘ ( Technical Engineers 
Tit t I therhood of Electrical Workers 
| rl Ol Union of Operating Engineers 
Tiite l Brotherhood of Firemen and Oilers 
| Hod Carriers, Building, and Common Laborers’ Union 
I ! nal Association of Bridge, Structural, and Ornamental Iron Workers 
Inter: Association of Machinists 
M P hers International Union 
Int ! Molders and Foundry Workers’ Union 
Lb er] | of Painters, Decorators, and Paperhangers 
Pp eT k League of North America 
I 1A tion of Journeymen and Apprentices of the Plumbing and Pipe- 


fitting Industry of the United States and Canada 


Sheet Metal Workers Interna nal of the United States and Canada 
Sheet Metal Workers International Association; 
Stove Mounters International Union 


In addition to the directory of affiliated international unions, the 
United Brotherhood of Carpenters and Joimers, and the International 
Brotherhood of Teamsters, Chauffeurs, Warehousemen cooperate with 
the metal trades department inasmuch as a large portion of the mem- 
bership of each international union is employed in the shipbuilding 
ind ship-repair industry. 








MERCHANT MARINE STUDY 177 

In speaking before you this morning I present to you the views of 
all these international unions which are affected in the shipbuilding 
and ship-repair industry. 

In an effort to conserve the time of this committee, we are presenting 
a joint statement, which has been jointly _ ag 

In 1946, the metal trades depart ment of American Federation 
of Labor, through its re prese ntatives, called the attention of the Gov- 
ernment to the need of a sustained sella marine. 

During the yeal following, 1947, 1948, 1949, and 1950, this mer 


chant marine need of the United States was reiterated more emphati 
cally Cal hy succeeding year 


The essence of the metal trades department’s support of an Ameri 
can merchant marine might be summed up in these three reasons: 

First. the United States should retain its standing among the com- 
mercial nations of the world. United States flag ships should sail all 
seas and patro] all harbors carry ing’ oul exports and imports. 

Second, as a nation, we should not allow our skilled shipbuilding and 
ship-repair mechanics and ship-operating personnel to become dissi- 
pated and be deprived of the op portunity to engage in the work in 
which they are skilled, or our shipy: ards and other ship-maintenance 
facilities to become outmoded, deter iorate cl, a | hn many instances, 
unfit for future use. 

The last, and perhaps most important reason is that the United 
States must remain independent of any nation or group of nations in 
the carry ing of our commerce and in maintaining our first line of de- 
fense. National emergencies must never again find us dependent 
upon the ships of other nations to carry our troops or other imple- 
ments of war. 

We also desire to subscribe to the concern you so clearly enunciated 
in your statement on the floor of the Senate on May the 11th. 

These organizations have appeared perennially before committees 
of Congress since World War IT, urging that legislation be adopted 
by the Congress that would accomplish two purposes of national 
import. 

Kirst, to maintain a first-class, up-to-date American merchant ma- 
rine for peacetime purposes, and as a necessary arm of our national 
defense. 

Second, to maintain private ship construction and repair yards well 
dispersed in sufficient size and numbers to service the ships of the 
merchant marine, and provide an acceptable mobilization base in 
times of emergency. 

We believe that the recommendations of the chairman should be 
adopted immediately, and Congress should proceed to the considera- 
tion of a shipbuilding program. 

We do not mean to minimize the importance of this program sug- 
gested by the chairman, but as a practical matter it will do little to 
maintain shipbuilding skills for the reason that the class of work to 
be performed on vessels now in the reserve fleet does not lend itself 
to the retention and training of hull and structural personnel, such 
as ship fitters and loftsmen. These, incidentally, are key shipbuild- 
ing craftsmen, who by the very nature of their work cannot receive 
basic training in other industries as can some other metal tradesmen. 

We therefore support the proposal of the chairman as emergency 
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stopgap legislation, and recommend that the Congress immediately 
proceed to consider legislation that will implement a shipbuilding 


program. In this connection, may I call to your attention a statement 
of Admiral Leggett when he appeared before this subcommittee on 
April 26, 1954: 

Last s r the Department « Ly lense, 1n the courst of hearil 5 be ore a 
ee of the Interstate and Foreign Commerce Committee, went 
there was an mediate deficiency of 214 merchant-type vessels, 

G5 cargo ships, 6 large passenger ships, and 438 large tankers. 
Now. rree with Admiral Leggett when he states in the next 
i ! refore, that plenty of room exists for improvement in the 
rm hant 1 f Needless to say, effective steps to attempt 
han vement will be of great benefit to the private shipbuilding industry. 
Tin the \t paragraph of that statement Admiral Leggett suggests 


tL minimum annual workload as a Government-sponsored emergency 
onstruction program. 

We recently noted a press article in the Wall Street Journal quoting 
Mr. Robert B. Murray, Jr., Under Secretary of Commerce for Trans- 
portation, stating, in substance, that the administration had taken 
note of the plhght of the merchant marine and the shipbuilding 
industry, and has prepared a program to be submitted to the Congress 
providing for the construction of 60 vessels per annum, and indicating 
that it would request something like $400 million per year to carry 
on such a program. While we have not seen the program referred 
to by Mr. Murray, we are very much interested because we believe 
that someone in the administration has taken a realistic view of the 
situation. 

It is not our desire to burden the members of this committee with 
a lot of statistics. We believe it is well known to every Member of 
this Congress that we have dropped to a fifth- or sixth-rate maritime 
Nation, that private shipyard employment is 12,000 below that of 
last year and 22,000 below that of 2 years ago, with employment as 
of April 1 at 114,000. The decline is at the rate of approximately 
1,000 per month. 

At this point we want to bring to the committee’s attention that 
the current employment figure of approximately 114,000 employed 
in the private shipyards is misleading when viewed in the context of 
the entire United States shipbuilding industry. The reason for this 
is that a large percentage of the 114,000 employees is engaged in 
naval ship construction and repairs. 

The policy of the Government, without regard to its merits, of 
placing a greater portion of naval ship construction and repair work 
in private shipyards, is having serious consequences in our Govern- 
ment-owned naval shipyards throughout the country. Therefore, the 
employment picture is not fully revealed by the rapid decline in 
private shipyard employment, because this policy is accelerating 
layoffs in Navy shipyards. 

‘We suggest that the total picture must be taken into consideration 
when one views our mobilization base in terms of national security. 
In other words, the situation is worse than it might appear from 
the discouraging private shipyard employment figures. 

It has recently been stated by competent military authorities that 
our private shipbuilding base is woefully inadequate. This matter 





MERCHANT MARINE STUDY 179 


has been studied time and again by congressional committees, Presi- 
dential committees, the Maritime Administration, and by many pri- 
vate groups, such as ours, and all agree with that view. We, there 

fore, support the chairman’s proposal to get these strategic vessels into 
the empty shipyards now to have the necessary work done, and, 
further, we urge consideration of legislation providing for the con- 
struction of new vessels in line with policy statements of administra- 
tion spokesmen. 

Mr. Chairman, we have several resolutions attached to this state- 
ment that I will not read, but want to call to your attention because 
they reflect the position of American Federation of Labor in regards 
to this important subject being considered. 

The first resolution was adopted by the American Federation of 
Labor convention held in St. Louis, Mo., September 1953, and deals 
with the American merchant marine. 

Che second resolution was also adopted by the American Federation 
of Labor convention held in St. Louis, and deals with shipbuilding 
and ship repair 

The third resolution is one adopted at a national conference of the 
ollicers, representat ives and local union representatives of the Interna- 
tional Brotherhood of Boilermakers, Iron Shipbuilders, Blacksmiths, 
korgers and He Ipe rs, held in May 1954. 

The fourth resolution is one adopted by the convention of the Inter- 
national Brotherhood of Boilermakers, Iron Shipbuilders, Black- 
smiths, Forgers and Helpers, held in July 19538. 

Thank you, Mr. Chairman, and members of the committee, for 
granting us time to appear before you, and for your kind consider- 
ation. 

That concludes my statement, Mr. Chairman. 

Senator Burier. The resolutions will be made a part of the record. 

Mr. Grirra. ‘They are made a part of the record and are attached 
to the statement. 

Senator Burier. Fine. It will be so ordered, and they will be made 
a part of the record. 

(The resolutions referred to are as follows:) 


SHIPBUILDING PROGRAM AND MERCHANT MARINE—19TH CONSOLIDATED CONVEN- 
TION, INTERNATIONAL BROTHERHOOD OF BOILERMAKERS, IRON SuHip BUILDERS, 
BLACKSMITHS, FORGERS AND HELPERS, JUNE 29—JULyY 7, 1953 


Whereas every factfinding and investigating group designed by the President 
or Congress to determine the needs of our merchant marine has stated eonclu- 
sively that an adequate and modern merchant fleet is necessary to maintain a 
high level of industrial production and to safeguard this country in the event 
of world conflict ; and 

Whereas it has been definitely proven that without a new and expanded mer- 
chant shipbuilding program the necessary nucleus of skilled shipbuilders will no 
longer be available in this country; and 

Whereas America presently ranks among the lowest of all countries in the 
construtcion of new merchant vessels; and 

Whereas without a new ship construction program the number of skilled 
shipyard workers will shortly dwindle to a mere handful and it is just a question 
ot time when American-built ships will no longer sail to the four corners of 
the world; and 

Whereas it is our obligation as American citizens and members of this great 
international union to bring to the attention of Congress and the administration 
the serious situation in which the shipbuilding industry and shipyard workers 
now find themselves: Therefore be it 
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Resolved, That the membership of the International Brotherhood of Boiler- 
makers, Iron Ship Builders and Helpers of America, AFL, in convention as- 
ull upon Congress and the administration to take appropriate action 


il 


sembled c: 
on a comprehensive shipbuilding program; and be it further 

Resolved, Tiiat in order that America may have an adequate modern merchant 
marine in time of peace to promote world trade, and in the event of an emer- 
uard our shores against aggression; and be it further 





Zency to 





FaleZzu 
Resolved, That the officers of each of the local lodges of this international 
inion « erate fully with the international officers to convey to the President 
of the United States and to the Members of the Congress our convictions con 
g a ful effec that the ick of both an immediate and long-range 
hipb ling program may have on the future prosperity and safety of this 
Nation 

Resolved, That this international brotherhood strongly protest any further 
r Federal Government in respect to the awarding of shipbuilding 
1 ship repair contracts to contractors in foreign countries and request that 
Fed ne located fi shipbuilding and ship conversion work be 

expended only upon the North American Continent; it was further 


Resolved, That your committee request the incoming officers of this inter- 


brotherhood that every metal trades council concerned in shipbuilding 


if n 

1 ship repair work be not d of this, our convention action, and advised that 
it is of paramount importance that they press for favorable consideration from 
their congressional representatives, and also to press for similar consideration 
from the executive branch of the Federal Government. 

Resolution, as amended, unanimously adopted 
MeRCIIAD MARINE AND SriIpBulr pina RESOLUTION ADOPTED AT NATIONAL CON- 

, IX sAS Cr1y, KANS., May 3-5, 1954 oF INTERNATIONAL OFFICERS, FIELD 

STAT AND LOCAL UNION REPR!ISENTATIVES OF THE INTERNATIONAL BROTHERHOOD 

OF BOILERMAKERS, ION SHIP BUILDERS, BLACKSMITHS, FORGERS AND HELPERS 

Whereas with the advent of World War I and again during World War II, 
the United States Government found itself in a deplorable state of unprepared- 
ness insofar as a merchant marine fleet was concerned, this vital arm of our 


national defense having beeen entirely neglected ; and 

Whereas it became necessary to recruit hundreds of thousands of men and 
women to man the shipbuilding industry, which recruits not only lacked mech- 
anical skill but were wholly unacquainted with the shipbuilding industry; and 

Whereas each individual had to receive special training for several weeks in 
order to become partially qualified to perform one operation task; and 

Whereas not only were the shipyards without manpower but there was not 
even a sufficient number of experienced men available to man supervisory posi- 
tions; it Was necessary to recruit farmers, lumberjacks, cowboys and men and 
vomen from scores of other occupations, and, amazing as it may seem, within 
90 days, these partially trained recruits were occupying supervisory positions 
directing the efforts of large numbers of workers. The result was, in World War 
II, the merchant marine yards had a total personnel of over 800,000 workers 
when, without question, one-half of that number, composed of experienced and 
competent men could have built more and better ships than were constructed 
during the war period; and 

Whereas this policy was not only a sinful waste of valuable manpower but 
cost the taxpayers several billions of dollars to train this vast army with effi- 
ciency, at best, inferior. Added to all this was the billions of dollars spent by 

ir Governinent in constructing and equipping new yards, many of which were 
unnecessary ; and 

Whereas by the end of 1954 the shipbuilding industry of the United States will 
be practically nonexistent and the employees with the know-how will be scat- 
tered all over the country, compelled to seek other employment; the technical 
engineering skills and top management personnel will be dissipated; and 

Whereas this indifference and a neglect of such a vital industry comes at a 
time when the whole world is fearful of an outbreak of world war III: Therefore 


he l 

Resolved by this annual conference of boilermakers, blacksmiths and ship 
builders, That we appeal to the Congress of the United States and to the execu- 
tive departments of our Government to promptly take such steps as are necessary 
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to create and maintain a permanent peacetime shipbuilding and ship repair in 
dustry which, in the event of an emergency, could be expanded quickly to man 
the requirements of such a national emergency ; and be it further 

Resolved, That a policy be established to maintain a reasonably adequate 
merchant marine which will not only move at least a portion of the commerce of 
the Nation during peacetime, but will be available quickly in the event of war. 
rhis undertaking may require expenditures from the Federal Treasury to build, 
repair and sail these ships, but the cost would be small in comparison with the 
profligate waste of manpower and money in World Wars I and IL; and be it 
further 

Resolved, That copy of this resolution be sent to the President of the United 
States, to all members of his Cabinet and to all Members of both Houses of 
Congress with the sincere appeal from a large organization of patriotic Ameri 
cans that our Government take the suggested steps promptly and with permanence 


RESOLUTION—SHIPBUILDING AND Suip REPAIR 


Whereas there have been repeated actions taker by successive conventions 
of the American Federation of Labor concerning the Aierican merchant marine; 
and 

Whereas it has been the sense of each convention that the American merchant 
marine in all of its phases should be maintained at a level commensurate with 
the stature of the United States among the other nations of the world in number 
of ships operating and in the number of shipyards actively engaged in con 
struction and repair, and that these shipyards and ship repair facilities be dis 
tributed on the Atlantic, Pacific, and gulf coasts, the Great Lakes, and inland 
waterways: and 

Whereas on 3 separate occasions within the last 35 years the United States 
has been confronted with emergencies requiring rapid expansion of our merchant 
marine and because of its inadequacy to meet the needs of our Nation great ex- 
pense was incurred and it became necessary to train additional shipyard workers, 
with resultant confusion This caused difficulties in obtaining materials and 
necessitated the rehabilitation of shipyards which had been permitted to de 
teriorate as a result of a nonsustaining shipbuilding and ship repair program; 
and 

Whereas in view of past experiences and the steady decline of shipbuilding 
and ship repair in the shipyards of the United States, and the ascendancy of 
foreign nations to positions outranking the United States both in the operation 
of a merchant marine and in the construction and repair of vessels, grave con- 
cern is felt about the future of the American merchant marine and its ship- 
building and ship repair facilities, and also the dissipation of the trained ship 
building and repair manpower forces; and 

Whereas this concern is further augmented by recent proposals of the Foreign 
Operations Administration, operating through the Army engineers, soliciting 
bids for the construction of vessels from foreign countries where the standard of 
living is far below that of the United States. This solicitation puts these 
countries in competition with American shipbuilding firms; and 

Whereas where bids from shipyards operating under foreign flags are below 
those of the United States bidders there is a growing tendency to reject all bids 
of American shipbuilders and ask for new ones. This practice lends itself to 
hid peddling which is repugnant to every legitimate contractor who may submit 
bids in good faith: Therefore he it 

Resolved, That this 72d annual convention of the American Federation of 
Labor, convened in St. Louis, Mo., again reaffirm its position on the need of 
a sustained, adequate merchant marine, and that a shipbuilding force be main- 
tained sufficient to act as a nucleus to meet any emergeney with which our 
Nation may be faced, and that the shipbuilding and ship-repair yards be kept 
in a state of activity: and be it further 

Resolved, That all ships built, and all new ship construction and repair work 
performed for the United States Government and its agencies be carried out in 
United States shipyards and by United States workmen: and be it further 

Resolved, That when legitimate bids have been submitted by United States 
shipbuilders, these bids be honored and that the possibility of bid peddling be 
eliminated; and be it further 

Resolved, That the president of the American Federation of Labor join with 
the executive council of the metal-trades department in registering this request 
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the President of the United States, and make known by personal visit to 
the necessity for maintaining a permanent merchant marine, sufficient to 
meet our needs for carrying our commerce and for use in connection with na- 

mal defen f needed, to advise him of the position of the metal-tradeg 


lepartment and that of the American Federation of Labor in relation to obtain 





also 


x bids from foreign shipyards 


RESOLUTION Cue AMERICAN MERCHANT MARINE 


VW ‘ » American merchant marine comprises an important peacetime 

d employing 80,000 men in seagoing capacities, plus thousands more in 
i icities ; and 
Whi both of these industries furnish employment directly and indirectly 
indreds of thousands of workers all over the United States; and 

Whereas both of these industries are as vital as the Army, Navy, Air Force 

nati defense and indispensable to the maintenance of American freedom 

1 wo half enslaved and half free: Now, therefore, be it 

Resolve That the 72d annual convention of the American Federation of 
Labor 

(a) That the United States Government assist the privately owned shipping 
dust by construction assistance and other means to build new passenger 
nd cargo vessels, and keep the merchant fleet up to date by replacing war-built 

nage ith new ships; 


(b) That a fleet of cargo ships capable of carrying at least half of the Nation's 
oreign trade and sufficient to provide an adequate auxiliary to the Armed 
Force in time of ar be kept on the seas as an essential part of national 


) That the policy be continued of American ships carrying at least 50 
percent of all foreign-aid cargoes as a means of affording employment to our 


ant ships when “gift’’ cargoes replace normal freight; 
That the Government begin planning and constructing as soon as pos 
sib f a nuclear-powered prototype merchant ship and that it consult with 
e maritime industry on this project so as to keep American shipbuilders, 


marine-machinery manufacturers, and ship operators abreast of technical devel- 
opments in this field, and competitive with foreign maritime nations who are 
now planning for nuclear-powered merchant ships; 

(ec) That any national shipping policy formulated as a result of maritime 
hearings now being held by a committee of the United States Senate be based 
pon provisions of the 1936 Merchant Marine Act, which is the cornerstone 
for a progressive shipbuilding and ship-operating program under the American 
flag 

(f) That first reliance by the United States Government for the transport 
of persons or material be placed on ships of the privately owned and operated 
American merchant marine insofar as these ships are available at fair and rea- 
sonable rates for American ships; 

(gy) That all supplies purchased over seas by and for the military be trans 
ported on privately owned and operated United States flag ships; and be it 
further 

Resolved, That this convention of the American Federation of Labor protest 
to the President of the United States, to the several departments and bureaus of 
the Federal Government, and to all Members of both Houses of Congress, over 
the practice of appropriating taxpayers’ dollars to build ships and other seagoing 
equipment in the shipyards of foreign countries which are to be given away 
inder the mutual security program or any other program; it is our confirmed 
opinion that the dissipating of the taxpayers’ dollars in this manner is an 
offense to the private shipbuilding industry of the United States and to the 
workers employed therein; there cannot be a healthy privately owned shipbuild- 
ing industry in this country nor can the skills of the experienced workers be 
preserved by this unfair subsidizing competition ; and be it further 

Resolved, That this convention of the American Federation of Labor reaftirm 
ts support of the American merchant marine and to endorse this program aimed 
at guaranteeing a maritime industry which will be a healthy, productive part of 
our national economy in peacetime, and which will serve the demands of 
national security in time of war. 
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Senator Burier. Thank you ever so much for coming before our 
committee, and we certainly realize what you say is true in connection 
with the employment picture. We haven't lost sight of that, that 
you cannot take away from the Navy yard and put in the private yard 
without causing a layoif in the naval yard. 

Mr. Grirra. Let me say this, in addition to that, Mr. Chairman: 
If some immediate relief is not granted now, most of the private ship- 
\ irds W ill be closed down by the end of 1954. 

Senator Burier. Yes. 

Mr. Grirra. There is not! ling in - pic ture as far as emp vloyme nt 


is concerned at the present time, and it is one of the reasons why we 
come here to support wy statement bet by you, that we feel some 
emergency measure must be taken immediately. 


Senator Burier. This ae al is, of course, primarily directed to 
the repair yard, whereas the tanker program and the other programs 
that we are working on are directed to the shipbuilding yards. 

Mr. Grirra. I understand that. 

Senator Burier. And we hope to be able to do something imme- 
diately in both directions. 

So, we thank you for coming. 

Mr. Boaes. Senator, may I say one word ? 

Senator Burier. Yes; indeed. 

Mr. Boaes. Something to which no one has touched on, to my knowl- 
edge, in these hearings is the terrific effect this is having on a number 
of communities located in areas where shipbuilding and ship repair 
is the primary industry. 

Mr. Lanier appeared before the committee this morning from Pasca 
goula, Miss., where the Ingalls Shipbuilding Corp. is located. A little 
town like Pascagoula is flat on its back when they have no ship work. 

That is true of a town like Chester. 

Senator Burzer. It is having an impact in Baltimore, as large as 
Baltimore is, and the impact is being felt there. 

Mr. Boces. But that is particularly true in those little one-industry 
towns. 

I think if the Government makes a decision in this regard it has a 
responsibility to carry on some sort of a se nsib le program—in other 
words, not take these little communities up and down and up and down, 
over cycles. 

Senator Burier. I think that is the sense of the Murray report. 

Mr. Boaas. Yes, sir. I think that is wonderful. 

Senator Burier. But that is a long-range thing. 

Mr. Bocas. Yes. 

Senator Burier. What we are directing our efforts toward now 
something to cover the emergency period and keep these yi ards 1 
operation until we can get that long-range program in operation. 

Mr. Boces. Just wanted you to know we are concerned about the 
community interest in these things, too. 

Senator Burier. Thank you ever so much. 

Gentlemen, I have been called to the floor. I don’t know what they 
want with me, but we can continue on here, and I will get back just 
as soon as they will let me come back, and Mr. Webster in the meantime 
will take over. 
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Mr. Wensrer. I might just say this, for those who are here: We 
vill hear now from Mr. Sorenson and then from Mr. Hage, and then 
from Mr. French, and then from Mr. Pettis. 

Mr. Sorenson. 


STATEMENT OF L. R. SORENSON, PRODUCTION MANAGER, NEWPORT 
NEWS SHIPBUILDING & DRYDOCK CO. 


Mr. S RENS My hame 1 Ma R. » renson, production manager of 
the Newport News Shipbuildi ~¢ Drydock Co. 
Mr. Sanford’s presentation this morning was so complete that there 


ttle that I ca idd, ex ept to state very briefly how our yard 
ffected by this lack of a shipbuilding program. 

he Newport News Shipbuilding & Drydock Co. is located in New- 
News, Va. We have been engaged in the construction of merchant 


naval vessels, in ship repairs, and in drydock work for approxi- 

i ( \ ) Ve il 
Our yard is at the present time probably in a little more of a favor 
position nt m ‘the iealina nt of number of employees at work 
our plant than that of any of the other shipyard which have been 
represented here today because we have been fortunate in obtaining a 


fair volume of Navy work over the past several years; but as far as 
merchant work is concerned, we are facing, at the end of this year, the 
l uation that the other y irds are probably facing right how. 

Our yard is located in a very small city, Newport News, 50,000 
people. Tt situated on a peninsula between two rivers and is the 
only large industry in the area, and our management has always had 

very hard a d d ficult pre blem each time that there has been a 
national emergency and we had to increase our labor force some- 
times almost ove rnight. 

Ben og itu lat ted li ke th: it, we have no source of skilled labor to draw 
from. Wi have had to go out and hire the men that we needed to build 
up our labor force and train them. 

In all of our workload projections we have to constantly keep in 
mind that we can only build up our labor force very gradually and 
by the same token. in times like we are now facing, that we can de- 
crease the number of employees gradually in order that we will not 
throw an economic burden on the community, and also allow time 
for the met and their families to move back upstate in Virginia and 
a lot of them back to North Carolina from whence they came. 

We passed through a cycle in 1950 when we were down to 5,000 em- 
ployees, and it took us a period of approximately 21% years to build 
up toa a ak of 16,000 men in 1953. 

1 want to bring that out because it takes an appreciable 


lengt th of time to train and build a force of shipyard workers that are 
of any real value in a national iecnieaetant: and even then we must 
always keep in mind that we must keep a trained nucleus of skilled 
workers in the yard who can be promoted in time of expansion to 
supervisors. 

Our company now has approximately 4,000 men employed on the 
6 merchant contracts now remaining in our yard, 1 Mariner ship 
to be completed and 5 tankers. This 1 Mariner and 2 of the tankers 
will be completed by July 1 of this year, at which time the number of 
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men employed on merchant ships will be reduced to 2,500 men. By 
the end of the year these 2,500 men will also have to be laid off because 
we have no more merchant work, 

The only possibility that our company can see at all to change this 
bleak picture is that Congress take some action economically on two 
bills for replacement of tankers, which are now pending—that is, 
the long-term time charter and the trade-in-and-built tanker program. 

One other means for he ‘Iping the situation economically is a mod- 
erniz: ition program of pote ntial N; avy auxiliaries. 

The re is another pol nt I wou le | like to brin gy out, whi h has been 
previously touched on by several of the other men who appeared this 
morning, and that is one that is leading to a very serious crisis 1n our 
industry, and that is — very sharp reduction that must be made in 
phe numb I ot ohly trained de Sigh al al te hnical personnel, 

We have today in ou aa approximately TOO men in our design 
force. This number will have to be cut to 400 by the end of the year. 


Unless something happens quickly, it will not sto» there. 

These men were largely recruited from schools and colleges during 
the last few years. Once we let them go they will be lost to industry, 
and that would be a calamity, for on them depends the prose und 
idvancement that the art of desig ming an d bu lding ships will achieve 


In the future. 

We have tried desperately over the last several years to interest 
college graduates and engineers in shipbuilding against the more 
romantic appeal and competition of such industries as electronics, 
aeronautics, and so forth, and it would be very bad to lose these men 
how that they have been trained in shipbuild ng and in the shipbuild- 
Ing art. 


The only poss bill ity l can see to h ie lp this ituation is for Congr SS 
to make it possible for our private ste unship companies to embark on 


a program of building passenger ships that will use this technical 
and design pe rsonne] before they have been diss pated to ot 
dustries. 

As I stated to begin with, we are also a repair yard and employ at 
the present time about 800 men on repair work; but unless some emer 
gency program can be started, this force will have to be radically 
reduced. 

[ thank you, Mr. Chairman, for allowing me to appear here and to 
express the \ iews of a Ne »wport News Shipbuildi ng & Fewdick oO. 

Mr. Wesrster. Mr. Sorenson, in behalf of the chairman, I want to 
thank you for coming in and for giving us that very complete state 
ment. 

You stressed something that Mr. Boggs had stressed, and I re fer in 
particular to the plight of the community concerned. I gathered 
from what you said that the anelciilen workers would go back to 
places like North Carolina and their local communities and that your 
better trained or more highly trained people, like your design people, 
would have to seek employment elsewhere also, but I didn’t under- 
stand, from what you said, whether there were any facilities of 
industrial sort around Newport News that might absorb some of those 
desion people that you have. 

Would you make that a little clearer? 

Mr. Sorenson. Yes. 
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No; there are no industries around Newport News—in fact, within 
a hundred miles of Newport News—first, that would absorb the 
skilled men, skilled mechanics, that we have now made. They would 
co back to the farms and to the back country and would probably be 
available in the case of emergency, but that type of man will go back 
to the farm even though he has become a trained, skilled mechanic. 

Now, the technical personnel—that is hopeless. They would dis- 
sipate all over the country, wherever they could get a job, and, the 
number we have, there are no industries anywhere within hundreds of 


miles of us that could absorb those men. 

Mr. Wensrer. This is a little off the subject but, as I recall it, your 
hipyard has a very famous motto. Am I right in that? Do you 
know it ? 


Mr. SorRENSEN. Oh. yes. 

Mr. WepsTER. ee | you state it for the record ¢ 

Mr. Sorenson. “We will bu Id good ships here at a profit if we ean, 
but at a lossif we must. hal always good ships. 

Mr. W esTer. That is quite a fine motto, and it certainly was borne 
out in the last war, wasn’t it ? 

Mr. Sorenson. Thank you. 

Mr. Wenster. Thank you very much for coming today, Mr. So 
renson. 

Mr. Wensrer. Mr. Pettis, could we hear from you now ? 


Mr. Perris. Yes, sir. 


STATEMENT OF ANDREW A. PETTIS, VICE PRESIDENT AND WASH- 
INGTON REPRESENTATIVE, INDUSTRIAL UNION OF MARINE AND 
SHIPBUILDING WORKERS OF AMERICA, CIO 


Mr. Perris. Before I use my prepared statement, Mr. Chairman, | 
would like to preface it with a few remarks. 

The officers and members of my union, the Industrial Union of 
— ine and Shipbuilding Workers of America, CIO, wish to commend 

ator Butler and the members of this subcommittee for what 
shes think is an excellent job in their tireless efforts to bring before 
the Congress and the people of the United States the need for a strong 
United States merchant marine, and particularly so at this time. 

We feel that with the voice of warning that the Senator has sent 
forth on the floor of the Senate, particularly so in the first session of the 
8: bg U ongress, When he spoke out for the : spproprintion of the passenger 

ups and for the appropriations and subsidies for the C4 cargoes 
a the American Hawaiian lines, that if that appropriation had gone 
through today many of the shipyard workers in the yards would be 
employed » 

We feel that with a sense of shock the apathy and the hostility that 
is shown today by many of the Members of Congress and others 
because of the position they have taken toward the United States 
merchant marine—we say if they will not heed the words of the 
Senator and the members of the subcommittee, if they pay no attention 
to the words of warning of the industry, and of the unions, then for 
goodness’ sake let them pay some heed to the words that have been 
uttered by the authorities in the Defense Department, and I particu- 
larly refer to such utterances as those of the Department of the Navy, 
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Admiral Denebrink, who has said there is urgent need for the mer- 
chant marine; Admiral Leggett, who has said that the merchant 
marine today is approaching an area of vulnerability in mobilization 
of this country, who has said that the Russians are building like 
mad, not only in their own country, but contracting out in many of the 
European countries. 

We want to say in regard to the statement made by Senator Butler 
on the floor *“ the Senate in regard to the purpose of this meeting and 
the time of this meeting, and also as to his opening statement this 
morning before this committee, that we subscribe to them fully, and 
that we believe it is an accurate and very pointed summation of the 
condition that exists in shipbuilding and ship-construction industries 
in the country tod: Ly. 

I do want to make a few other remarks in regard to the purpose of 
this meeting, but I would like to add that we have fully presented to 
this committee in a study made by us, a comprehensive study that took 
over a year, in which we have pointed up, pictured some of the ills that 
are prevale nt in the industry and suggested some of the remedies that 
might be used to overcome and alleviate the situation of the United 
States merchant marine as it exists today. 

Mr. Wepstrer. I would like the record to show we received that 
statement with a great deal of pleasure and we have, | think, quite a 
few copies for those who are interested. 

1 would assume, perhaps, that when we run out you might be able 
to afford the inte1 — Arwen copies ; is that right? 

Mr. Perris. Gladly, sir; yes. Gladly. 

This statement be have this Subcommittee on Water Transportation 
of the Interstate and Foreign Commerce Committee is a statement 
concerning the ae and ship-repair industry. As late as May 
13, 1954, the monthly report of the Shipbuilders Council of America 
stated—— . 

Mr. Werstrer. May I interrupt there ¢ 

We are honored to have with us today representatives of the Mari- 
time Administration, and I assume, as they undoubtedly did in con 
nection with various points which Mr. Sanford, Mr. Strohmeier, and 
others raised, relating to the Maritime Administration, that they will 
bear these points in mind, and when they testify, we hope next Wednes 
day, they will at least have given thought and perhaps have reached 
conclusions on the specific points. 

Mr. Perris. We would hope the same thing, Mr. Chairman, because 
we are under difficulty in regard to this in the reactivating of some of 
the ships for the various foreign-aid programs and also for the Korean 
situation. Many of the boats—the shipyards were of such distances 
away from the reserve fleet and the towage costs would have to be 
included, that they just weren’t able to compete with other yards, and 
that is not a good, sound program for the mobilization situation. 

As late as May 13, 1954, the monthly report of the Shipbuilders 
Council of America stated that the order book of the United States 
coastal and Great Lakes shipyards fell below 500,000 gross tons the 
month of April, for the first time since March 1951. There had been 
no new contracts for commercial vessels of 1,000 gross tons and over 
for 11% years. 

As you doubtless know, unless drastic action is taken by this session 
of the Congress relative to the merchant marine, only 2 private mer- 
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chant vessels will remain to be constructed in private shipyards of this 
country by the beginning of 1955. Not a single private merchant ship 
will be left on the ways in shipyards after that time. 

Our present merchant fleet is inadequate for national defense be- 
cause it is becoming obsolete en bloc. We are decimating the Amer- 
ican shipbuilding and ship-repair industry to a point where it will not 
be able to expand to meet the full needs of war. 

By July the Sparrows Point shipyards of the Bethlehem Steel Co., 
the yard which built the most me n hant tonnage of any yard in 1953, 
will be ready to close. Most of the small yards will be shut except 


those which are lucky enough to area some Navy work. 
Irom he beginning of 1953 to the be sinning of 1954 the backlog 

I hiy ding work has declined by close to 50 pei ent 
Employment in the shipyards, in repair as well as new construction 
| conversion, declining rapidly. Although men remain on the 


of the repair yards, they are lucky if they are obtaining one 
yvoaayvs we rk per week. 


er ergency action is ind ited if we Lo prevent, to quote Senator 
Butler, ‘talmo t total collap e of the vital sh pb wil Idi ng i) dustry in 
ntry. 
Senator Butler, in a speech delivered in the United States Senate 
th } t week, suggested s] p repair and conditioning of the reserve 


fleet as a program which will keep the industry going for a short time 
til major work can be obtained. 

I wice before in the Congress of the United States, in 1949 and again 
in 1950, we have testified on the depressed condition of the shipbuild- 

g and ship-repair industry. In 1950 we came before a similar sub- 
committee of this committee, in the 81st Congress, 2d session, calling 
for a $25 million ship-repair appropriation which failed to achieve 
passage during the Ist session of the 81st Congress, to repair 134 
vessel n the reserve fleet then immediately required for national 
— se, 

. the Rey lew of the Maritime Subsidy in the Ligh { of the P resent 
Na itional Requirements for Merchant Marine and Shipbuilding In- 
lustry, presented to the subcommittee in early May of 1954, the 
Under Secretary of Commerce for Transportation stated that of 2,055 
merchant type ships in the reserve fleet as of November 30, 1953, only 
664 will require little or no delay in reactivation for repairs if they 
are agrain ne eced for sery ice, 

Of the 1,951 ships remaining, 97 require major repairs in addition 
to normal reactivating expenses—repairs of over $100,000—763. re- 
juire repairs of less than $100,000 in addition to reactivating expenses. 
The rest require hnorni: il reactivatl 9g expense only. 

The report goes on to state: 


Much has been written about the shrinkage of the repair industry and its 
effect in an emergency. Probably the most serious effect will be the loss of 
skilled workers and supervisors upon whom the ability to rapidly expand would 
depend Work projects designed to bolster the economy could well include a 
program for the modernization and repair of reserve fleet ships. 


History is repeating itself in such fashion as to be almost frightening. 
This was almost the same sort of report on the reserve fleet as that 
submitted to the Senate in 1949 and 1950 just before the Korean 


emergency. 
Are we again to be caught unprepared before another emergency ? 
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We would particularly desire this committee to remember that the 
moneys for the repair of the vessels in the reserve fleet should be allo- 
cated, so that towage charges will not be considered as part of the 
competitive bids for the work on each specific coast. The vessels 
which require repair are situated in specific reserve fleet sites, in bulk. 
If towage charges are considered as part of the competitive bids, these 
vessels, by mere position, would all be allocated to one specific yard— 
or two at the most—on each coast, because the towage charges to get 
the vessels to the other yards would be so much as to negate any pos 
sible low bid, which a shipyard in another port would make. 

Therefore, we would request that this committee, before passing 
upon the amount of the appropriation required for the repair of the 
vessels, request the Maritime Administration to estimate the cost of 
towage charges and to add this estimate to the appropriaion which 
will be required. The shipyards were of such distance away from the 
reserve fleet and the towage costs would have to be included, that they 
just weren’t able to compete with other yards, and that is not a good, 
sound program for the mobilization situation. 

Otherwise, this committee will find itself in the position of having 
requested an appropriation of moneys which will, at the very most, 
serve to keep only 1 or 2 yards on each coast in operation. This would 
not serve the purposes of preserving the necessary vessels and it would 
not alleviate the condition of mass unemployment in yards in this 
country. 

Fortunately, the vessels are so scattered between the three coasts, 
the Atlantic coast, the Pacific coast, and the gulf coast, that there 
will be no need to worry about towage cost from one coast to another. 
There will, however, be need to allocate moneys for towage from one 
section of a coast to another. 

Intermittency of employment has been a concomitant of work in 
the shipbuilding and ship repair industry. We do submit, however, 
that very few people realize just how intermittent this employment is. 

In 1952, during the last management negotiations, the Bethlehem 
Steel Co. provided the union with information respecting average 
weekly hours worked during the five years, 1946-50, in its Atlantic 
coast shipyards. These shipyards include two major ship construc- 
tion yards: Fore River at Quincy, Mass., and Sparrows Point at Balti- 
more, Md. The average weekly hours worked in these yards are much 
higher than in repair yards, and the Bethlehem Steel Co.’s average 
weekly hours worked should be much higher than those, for example, 
in the exclusively repair yards of Todd Shipyards Corp., and Ms ary- 
land Dry Dock Corp. In each of the years above mentioned, the 
average hours worked were less than 34 per week. 

We have here some figures of comparison, with those worked in 
building trades and durable goods manufacturing, during the years 
1946 and 1952. We think they will be of some benefit to this com- 
mittee in working out its program and showing the employment in the 
industry, even in normal times. 

Mr. Wesster. I am sure they will be. 

Mr. Perris. This intermittency is not a phenomenon peculiar to a 
single era of time in this industry. It is a constant characteristic. 

Mr. Werster. I believe it would be well to incorporate those figures 
in the record at this point. 
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(The information is as follows :) 


Comparison of average weekly hours worked tn Bethlehem with those worked 
in building trades and durable goods manufacturing, 1946-52 


Buildin; | Bethlehem 
Year and/or month construc. a Atlantic 
tion eo coast yards ! 
ak 1 40.2 32. 6 
i7a 7.6 40.6 33. 1 
194s we 7.3 40.5 | 33.7 
1 Hh. 7 9. 5 32.0 
‘ i 41.2 3L.8 
7 41.7 (2 
41.8 55. 8 
41.7 4.2 
6.9 41.7 34.3 
76 15.8 35.7 
) 41.1 44.9 
8.7 41.1 4.6 
8.7 10.3 32.4 
4 4 41.0 30.1 
8.8 11,9 36.0 
Mr. Perris. As I said, this intermittency is not a phenomenon 
peculiar to a single year or time in this industry. It is a constant 
characteristic. ‘Today, this intermittency is even worse than before. 
he average age of workers in the shipyards, who comprise the 
nucleus of skilled employment in these yards, is such that if these 


men once are forced completely out of the industry by a closing of the 
yards they will be too old to come back if the yards should open again 
in a few years. Most of them will either retire or find other jobs 
which they would be reluctant to leave for the intermittent type of 
employinent which they have obtained from the yards during the past 
iew years 

Contrary to common belief, it is not true that a simple employment 
of one-twelfth of the normal work force in a shipyard means that the 
shipyard will be capable of expanding to the normal work force within 
a few months. 

Chis ratio of 12 to 1 has been used so frequently that we have lost 
ight of the fact that it is really meaningless. 

The ratio may be correct as far as certain departments are con- 
cerned, but it means absolutely nothing in the case of the more skilled 
and apprenticed crafts. The ratio of 12 to 1 does not mean anything 

1 the moldloft. Good loftsmen take years to train, and apprentice- 

ship is simply the beginning of training for a loftsman. To make a 
first class loftsman can often take as long as 7 to 10 years. 

The loftsmen in this industry are now mostly elderly men. Ap- 
prenticeship was interrupted during the war, and the numbers of 
appre ntices today, because of the lack of work in the yards, are in- 
sufficient in case any future emergency should occur. 

The same thing is true of coppersmiths and pipefitters or marine 
plumbers. Marine steamfitters and plumbers in 3 months! One can- 
not train a coppersmith in 3 months. One cannot train any marine 
steamfitters or plumbers in 3 months. These men take years to de- 
velop the necessary skills required for the building of complex ships. 

The same thing is true of outside machinists. The main bottleneck 
in the development of a shipbuilding program during the national 
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emergency was the shortage of outside machinists. These men take 
years to develop their skills. Although the work has been broken 
down in this department to some extent, there is still required, for 
the proper functioning of the shipyard, a nucleus of trained men to 
make sure that the semiskilled men in the department are doing the 
work correctly. The installation men in this department take years 
to train. 

Again this is true of shipfitters; the shipwrights, the oldtimers in 
the industry call them. This work has also been broken down to a 
certain extent, but those men who actually do the assembling in the 
shipfitting craft cannot be trained in a matter of months or even in a 
matter of years. 

It is true of the blacksmith shop, of the boiler shop, and of the forge. 

During the preceding war, the War Manpower Commission issued 
an fndustrial manning table for the shipbuilding y industry. It is 
unusual to see how many of the skills in the industry take over 2 years 
to acquire minimum competence, even in a wartime accelerated train- 
ing program. When we mention minimum competence, we are not 
discussing first-class men. We are discussing training to accomplish 
the minimum requirements for mechanics’ work in these crafts. 

The actual mechanics who formed the nucleus of shipyard skills 
during the Second World War have had 5 years in which ‘to acquire 
training in their crafts, from 1936 to 1941. They are today mostly 
composel of older men. The age average in the shipyards for the 
nuclear forces is approaching men with 25 years or more of average 
senlority. 

This is particularly true in the new construction yards and in the 
small nuclear forces of the repair | yards. In some departments the 
seniority average is well up over 25 years of seniority. Here, we are 
discussing the average seniority of skilled workers. If the industry is 
allowed to die within the next 5 years, with no possibility of replace- 
ment training, it will not be possible to start it again within a period 
of from 5 to 7 years of on-the-job training in most of the building 
and repair yards in the country. 

The rapid expansion required for the shipyard forces in America 
during the Second World War and the facilities it was necessary to 
construct cost us well over one-half billion dollars in facilities, wasted 
inanpower, and training programs. In addition to this, the cost of 
building a fleet which would not be usable in peacetime is difficult to 
measure, but we would venture to say that close to $5 billion worth of 
unusable merchant ships were constructed because of the emergency, 
and the fact that ships had to be built quickly by mass production 
methods, with no time to construct a fleet which would be usable in 
peace as well as in war. 

If Congress and the administration were to allow an adequate ship- 
construction program at the same time as allowing the preservation 
and repair of the reserve fleet, in time we would be able to scrap the 
obsolete Liberty ships in the reserve fleet, and have a reserve fleet 
capable of meeting any emergency. 

We wish to say, Senator Butler, that you have properly christened 
this emergency program as Operation Emergency 

Senator Butter. We thank you ever so much, for that fine state- 
ment. 

Mr. Perris. You are entirely welcome. 
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Mr. Wersrer. I think that last paragraph is very significant. It 
vould save this country literally billions of dollars to construct each 
year—maybe not. 60 ships—but some ships, that would approach that 
figure. We would always, then, have an up-to-date merchant fleet, and 
the saving would be just untold. 

Mr. Perris. Well, if they will listen to your words of wisdom, Sen- 
ator, I am sure we will get some program started immediate ly. 

Thank you for the opportunity to present our ease. 

Senator Burier. Thank you so much. 

Ir. Perris. It was verv nice to be here. 

Senator Burier. Mr. Haag, you are going to have to hurry if you 
are going to get that t o'clock train. ‘ 

Mr. Haac. I am going to skip it. 

Mr. Perris. Yes; it is quite late. 


STATEMENT OF JOSEPH HAAG, JR., PRESIDENT, TODD 
SHIPYARDS CORP. 


M H ( senator, it is a pri ile ve TO be allowed tO appear before 
. behalf of the repair industry. My name is Joseph Haag, Jr., 
eresident of the Todd Shipyards Corp. 


I feel, after hearing all of this testimony up to now, a little ashamed 
n what I have to say, because I am going to propose a program which 
will give very prompt and real relief to the repair industry, and it’s 


not going to cost the taxpayer a penny. In fact, the taxpayer may 

\ me money if it can be carried out. 

Now, if I may, in order to qualify myself to put this thing forward, 
and only for that, and not as a commercial, give a brief history of 
the Todd Co. 

We were in the repair indust ry before World War I. During World 
War I we repaired ships in several locations. We built ships. 

In the interval between World War I and World War II, we were 
n the repair business in a substantial way. 

During World War IIL we operated 15 plants engaged in shipbuild- 
ing and ship repairing on all coasts of the United States, and our 
empl yinent reached a peak of 140,000. We built some 780 Libertys, 
5 or so oilers for the Navy, 35 escort carriers, 48 destroyers, three- 
hundred-odd 150-foot infantry landing craft, and some other ships, 
altogether, just under a thousand, and we handled in the neighborhood 
of 50 million tons for repairs and conversion. 

At that time we partic ipated 1 in the setting up of seven other organi- 
zations that were engaged in ship construction. 

At the present time we are operating ship-repair plants, 9 in all, 
1 in Seattle, Wash., 1 in San Francisco, 1 in San a Calif., 1 in 
Galveston, Tex., 1 in New Orleans, and 3 in the immediate area of 
New York, so we feel fairly certain that we have a fair feel of the 
repair rindi istry. 

At the present time we are only in repairs in these 9 plants, and our 
employme nt fluctuates violently between 7.000 and 10.000 or 11.000 
people. When I say “violently,’ * 1] mean just that. It fluctuates by 
1,000 or 1,500 a day. That is not a healthy thing from the employ- 
ment sti indpoint. be 

[ have spent thirty-nine-odd years in the business. In addition— 
and this is particularly significant, because I am going to discuss 
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bids, to learn what makes them tick—we purchased and operated 
“bicycle shop. 3 

I am going to speak, sir, from some superficial notes and more or 
less exte mporaneousl) ; the ‘refore, I cannot give you anything formal 
to follow. 

Lhe administration has announced a policy of n \intaining a “hard 
core of essential defense plants capable of quick expansion in times 
of emergency.” Such a policy is expected to be less of a strain on 
the national economy than attempting to maintain In operation, but at 
low level of activity, the entire capacity, good and bad, of defense 
industries. 

The ship repair and conversion industry, since it already has such 
a core of long-standing, substantial, financially responsible companies 


which have proven their ability to expand in time of crises, is sug 
oathed as an ideal industry to which this policy can be applied very 
easily and very effectively. All that is necessary is a few of the fol- 


lowing: (1) Stop the practice ot split specifications, and thereby clis- 
courage many marginal enterprises, often irresponsible, which are 
managing to stay in existence at the e Xpense of legitimate companies 
mere ly | ecause O rf this ( rove ronment proce urement police V. 

Specifications are split when, instead of following the economic and 
proper pri uctice of issuing an entire specific ation for all work on a 
vessel, and of requiring bidders to submit one price for all work, the 
specifications are divided by categories of items and separate bids for 
each category are solicited. 

A simple example: One category of items would require under- 
water work, necessitating the vessel be hauled out; a second category 
of items, usually the major portion of the job, will be that which 
requires only the use of hand tools and other inexpensive equipment, 
makeshift facilities, but to be accomplished by the marginal repair 
outfits requires contract brokering. 

In order to perform the work required in the first category, a tre- 
mendous capital investment is required for drydocks and marine 
railways to haul the vessels out of the water, and for waterfront and 
upland plants necessary for the drydocks, or provide the space for the 
marine railway, and for the shops, and for weight-handling and othe 
equipment to support these waterfront facilities, 

The second category of items for which only superficial and rela- 
tively inexpensive machine tools and equipment are necessary requires 
practically no capital investment, since they can be done at the vessel’s 
loading berth. or even when the vessel is at anchorage in the stream. 

Since World War II, many long-established private ship repair 
companies have maintained at great cost Government-owned facil- 
ities at their plants, as well as their own facilities, so that all these 
facilities are available in the case of a national emergency. 

Over the years two classes of legitimate ship-repair companies have 
existed. One class comprises those companies whose facilities include 
complete waterfront facilities, with piers, drydocks, or marine rail- 
ways, supporting shops and all equipment necessary to do the com- 
plete repair or conversion of any type vessel. 

The second class of legitimate ship repair comprises those com- 
panies with substantial capital and upland facilities, but which have 
no drydocks or marine railways and which therefore can handle all 
work except underwater work. 
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However, fostered by the practice of split specifications by the 
Government agencies, a third group of ship repairers, SO-Cé alled, has 
arisen. ‘They have no capital investment to speak of. Their plants 
consist of an office in a rented building, usually a garage; in the trade 
these opportunists are called bicycle shops. 

It is recognized by Government agencies and officials in statements 
to the press and in appearances before Congress that legitimate ship 
repairers are a vital part of our first line of national defense, and that 
in times of national emergency their job is to keep the ships sailing, 
yet in times when the volume of ship-repair work is barely sufficient 
to keep them solvent the split ee practice is used with the 
excuse of (1) political pressure, (2) lower prices quoted by the “bicycle 
shops” to deprive the legitimate people of work which they are prop- 
erly ent bled. to. 

It is true that when total volume of repair work available is low 
and the specifications are split the bicycle shops, with no fixed over- 
head charges, can outbid the legitimate ship- repair companies for 
much of the work which requires only limited plant, provided they 
resort to use of the contract brokers. 

However, were the repair jobs to Government vessels offered as a 
unit, the volume of work for legitimate repair yards would increase, 
and prices to the Government would decrease because of the dilution 
of the fixed overhead charges. 

Given sufficient volume of work, the prices quoted by the legitimate 

ship repairers are well below those of the bicycle shops. 

This is an important point and should be emphasized. 

Were it not for the proven fact that it is absolutely true, the ship- 
repair industry would not be complaining of the split-specification 
practice, but might, instead, plea for a subsidy of some kind to stay 
alive. 

Here we ask for no Government handout. Our claim is for fair 
and just treatment. 

To demonstrate that with sufficient volume the prices of the legiti- 
mate ship-repair companies are below those of the bicycle shops, we 
need go back no further than the last war. Government work was 
then done pursuant to a contract, whether the rate per hour paid the 
contractor was set for a future quarter year, by reference to cost results 
for the preceding quarter, as determined by Government orders, and 
in all cases the rate per hour allowed to the legitimate repair yard— 
and this rate included overhead expense—was less than that which was 
paid to the marginal or come-lately repairers. 

Let it be said that the legitimate ship-repair company has a plant 
fully equipped to perform every facet of ship repair or conversion 
job. Their plants cover many acres; their waterfront extends thou- 
sands of feet; drydocks and marine railways of varying capacities 
are a part of their equipment, as well as piers to moor the ships which 
are undergoing repairs, all owned and maintained by them. 

Shops tooled up for all of the jobs inherent in ship repair and con- 
version are available, expensive weight-handling cranes and other 
equipment service the shops, drydoc ks, and piers. The company’s 
investment in these tools of their trade and the land on which they 
stand is very large. The overhead of these —— in taxes and 


maintenance alone is high. Whether there is work or not, they strive 
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to keep their staffs of keymen available at all times—another expensive 
overhead item. 

They maintain and pay rent for Navy-owned facilities—another 
overhead expense. 

While the primary objection to the split specifications is the harm 
this practice does to our defense potential, there are many other sub- 
sidiary objections, among which are inferior workmanship. 

The bicycle shops have no steady employees, and when they bid a 
job they must recruit the classes of employees necessary to do the par- 
ticular job required, or contract broker the job. 

For ali practicel purposes employees are hired sight unseen, and as 
a result of this situation, and because of the shops’ limited resources 
the workmanship on the repair job is in most cases inferior to the 
legitimate yard. 

The bicycle shops, therefore, must depend on the tolerance of in- 
spectors to have their inferior work passed. Such tolerance is obtain- 
able in varied ways, not the least of which is pressure to get the ship 
back in service. No reflection on the inspectors is intended, but dou- 
ble standards of inspection nevertheless are the result. 

In connection with inspection of repair work, it is likewise obvious 
that when the ship is repaired at two different locations, as is the case 
when the specifications are split, inspection costs to the Government 
are almost. double what is proper and what would be where all the 
necessary repairs are done at a single yard at one time. 

The dispersal of Government agencies’ already short-staffed and al- 
ready overworked inspection forces necessitated by job- splitting can 
only result in inadequate inspection through no fault of the staff, and 
consequent penalty to the Government and ship operators. 

Loss of use of the ship is expensive, and results when repairs or con- 
versions are executed in two separate time periods, instead of con- 
currently. 


HARDSHIP ON LABOR 


The marginal repairers, for the most part, operate without contracts 
with the shipyard labor unions. The working conditions which these 
unions have negotiated with legitimate repairers are conspicuous by 
their absence in the bicycle shops. In working for these shops, not 
even the most elementary sanitary requirements are available to the 
men, and all too frequently there are payless paydays, caused by the 
weakness of the employers’ finances. 

An examination of the bankruptcy record of bicycle shops easily 
demonstrates their financial irresponsibility. 

In the yards of the legitimate repairers their unions and members 
enjoy advantages comparable with those in the most enlightened heavy 
industries. They have pension systems, seniority, union grievance 
procedure, and a safe place to work, doctors in attendance should they 
be injured. They have a chance to advance in their chosen trade and 
to obtain supervisory positions, all of which are lacking in the bicycle 
shops. 

The vast majority of the skilled ship repair men prefer to work in 
the levitimate repairers, but because of the lack of work occasioned by 
the split specification practice, these men seek work elsewhere, fre- 
quently in other industries, thus bleeding the already thin labor 
market. 
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When the topside work goes to a bicycle shop, all that is left for 





legitimate repairers is the underwater work, usually but a small 
rt of the wv pes job, Comparatively few men are required for this 
pe of work, : a the enon are therefore handicapped in providing 


pl ices to eat for t heir members where union conditions, won over 
many ame ane 
\\ heheve that the pliant and organi itions of these legitimate 


p-repair companies are necessary to this Nat on, and we believe 

ould vntain easily if the Government would do away with 

plit specifieatic ind offer repair and conversion work for bidding 

or mn \ ! teorated whol 

In most areas repairs to vessels controlled by the Bureau of Ships, 

Navy Department, are contracted for on the integrated basis. There 

1} mMprovement by that wency. M itary Seas Transport 

Si hile J int to sav nothing but the best can be said of 

he way they have improved the integrity of the contracting of that 

nee they have taken it over, not too much can be said to 

praise what in my opinion ls fine business judgement 1h) the administra- 

tion of I ‘ir work, but nevertheless almost uniformly in all areas the 

MSTS uses the split-bid technique, contrary, we are told, to their con 
victrons., It is not in the best interest of the Service. 


The Maritime Administration, which incidentally is mother of this 
child—the father is very obscure—general]y follows the split-bed 
method, but does limit the abuse to some extent by classifying the 
contractors, and limiting the participation of the marginal and 
opportunist repairers. We be lie ve the responsible authorities of the 
three Federal agencies just mentioned will support the statement I 
have just made. 

The elimination of the split-bid pri actice would make a very sub 
stal - al con tribution to the economi strength of the hard core of 
the ship-repair and conversion claatior. without another 10 cents in 
cost to the taxpayer. It would fortify all seoments, wale is well 
as large » ship-repair companies of substance and dependability. Only 
marginal and opportunist repairers, who in all probability would be 
missing or in some other easier business in an emergency might suffer. 
There is nothing inconsistent in my recommendation with the “small- 
business’ > policy of Congress. 

Anything sound which Congress can do to promote and assist a 
healt hy American merchant Marine will redound to the benefit of 
the ship-repair industry. Our prewar repair volume on foreign ves- 
sels has shrunk to a minimum due to dollar shortage and currency 
controls. We must get our sustenance from repairs and conversions 
yf American merchant marine and naval vessels. 

A few points where Congress can help the American Merchant 
Marine are: 

One. Enact legislation which will restore the integrity of a Gov- 
ernment contract. Thus private capital will flow to shipping, and 
American shipowners who are able and willing can expand their fleets 
with some feeling of confidence. 

Two: Enact the Butler bill in such a form that administrative 
agencies must—and I emphasize “must”—follow the intent of the 
law and ship at least 50 percent of fore lgn-aid cargoes paid for by 
American taxpayers in American shins. 
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In addition, Congress, in my opinion, should express a policy at least 
which would compel Government employees—and there are thousands 
of them today—traveling abroad to travel on American ships. By 
that example, they would instill confidence in the travelers from our 
inland areas, and it would improve the passenger loads on American 
ships. 

There’s no excuse for these people who are traveling at Government 
expense to travel foreign. Ive traveled on ships of practi ally every 
nation, and the only difference—the food is just as good on the Ameri 
can ships, the service is just as good, provided you treat the steward’s 
department like a human, instead of overloading them—the prices are 
the same, the accommodations are clean, the only difference 1s that on 
the Italian and French ships they are a little more gallant. 

Now, if these Government employees want something gallant, send 
them to a carnival at their own expense before they take the trip. 

Next, draft and enact steamship subsidy legislation in a form which 
will foreclose capricious administration entirely. 

Ne XT, Congress shoul | sup port Secre ‘tary Thomas ih his program of 
diversion of the repairs to naval auxili: ary and some combat vessels 
to private yards, and in my opinion Congress should oppose these 
lobbies that have grown up from local naval establishments who are 
now bucking the Secretary of Commerce. 

That help, from those diverted ships, is at the moment the only life 
blood our industry has. 

The next point: There has been substantial new construction of 
secondary craft, tugs, barges, landing craft, floating derric ks, and so 
forth, which is not usually desirable work for the hard core of the 
continuing large shipbuilders, but which can be handled in integrated 
ship-repair establishments, with existing organizations and facilities. 

This work should be procured from the hard core of the small-craft 
builders, and the excess beyond that—beyond their cnpacity: —procured 
from legitimate ship-repairing organizations, thus again fortifying 
that industry from another source without extra cost to the taxpayer. 

In the recent past, millions of dollars worth of this work was 
directed to marginal, come-lately, incompetent, financially weak, 
would-be builders. The ship repairer was deprived of this potential 
aa Deliveries on much of this program have not materialized. 

Bankruptcy and threatened bankruptcy has faced many of the con 
tractors, and bankruptcy and threatened bankruptcy is the rule, rathe: 
than the exception. 

If the reports from the Southwest are accurate, a scandal is about 
to be uncovered on 1 this subject. 

Procurement agencies are now trying to correct the former policy, 
and in our opinion Congress should support them in their efforts to 
stop the corruption of its own small-business polic: vy for the benefit 
of the opportunists. 

The offshore procurement program of small craft deprives our in 
dustry, and the small-craft construction industry, of the work it 
could have handled well and competently. This is in the process of 
correction. 

In our opinion Congress should support the procurement agencies 
against the influence of other Government agencies in their efforts to 
remedy this condition. 
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On the subject of the hard core: I have stated the substantial con- 
tinuing elements of ship-repair industry is the hard core which must be 
depe nded upon in a ni itional emergency. This statement was proven in 
World War II. Even before America’s entrance into that war, when 
the established shipbuilding industries had about reached the satura- 
tion point, the Maritime Commission directed a British shipbuilding 
mission to the American shipbuilding industry and induced a member 
of that industry to build and staff two new construction plants and 
construct 60 freighters for the British for British account. 

A ship re rages accomplished this job on time, within cost esti- 
mates, while it and other legitimate repairers expanded to take up 
the ever-increasing war damage repair load. 

When the Navy needed additional shipbuilding capacity for de- 
stroyers, escort carriers, oilers, transports, and other types of auxiliary 
vessels, it sought and obtained a very large part of this additional 
capacity and skill from ship-repair companies without interfering 
with the continuing expansion of the ship-repair capacity to expedi- 
tiously accomplish the ever-increasing repair requirements of its 
American an our allied merchant and naval fleets, and during that 
activity the ship-repair industry accomplished numberless conversions 
of mere bent craft into naval auxiliaries. They even took from the 
shipbuilders partially completed commercial ships and finished them 
as naval auxiliaries. 

The Maritime Commission obtained most of its capacity for Liberty 
ship construction from the ship repair industry, by either drafting 
repairers into the construction of building plants and the « onstruction 
of Liberties in these plants, or by drafting know-how from the estab- 
lished repairers into outside engineering construction companies to 
build plants and Liberty ships. 

Ship repairers were drafted to take over many new shipbuilding 
plants, whose management had failed—several cases where original 
contractors had failed; in no case where the legitimate ship repairer 
failed in bearing these extra burdens, and it must be emphasized they 
were carrying the terrific load of ship repair and major conversions 
at the same time. 

In wartime the ship-repair industry not only expanded its own 
plants and personnel capacity, but it broadened the base of ship- repair 
capacity by the use of subcontractors, properly chosen for their equip- 
ment and skill, properly guided and supervised these subcontractors to 
perform without waste and produce outstanding results on time. 

If the legitimate ship-repair industry is not a hard core, worthy of 
every possible help, to be preserved as an important element of our 
national defense, there is no such thing as a hard core in the national 
defense industry. 

Now, as to the program you have proposed, sir, rehabilitating or 
putting in ready shape the ships in the layup fleet : If that program 
could be accomplished, it would be a tremendous help to the repair 
industry, and in no sense could it be called a PWA project, because 
these ships must be ready to take care of the situation in the time lag 
that will be necessary in order to get shipbuilding under way, even 
from the depleted c ondition it’s in now. 

If the program is put forward, it should, if it is to help the hard 
core of the ship-repair industry, be handled in an entirely different way 
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than the reactivation of ships was done for the handling of aid cargo 
and the Korean problem, and it should be done economically. It should 
go forward in an orderly manner. 

Each vessel should be surve ved and ap propriate specifications issued 
for each vessel. The practice of issuing general type specifications 
of 2 or 3 hundred items, many of which are inapplicable to the 
particular ship, and many of which are not inclusive of all of the 
work necessary in the particular ship, a condition which only results 
in having to build up extras and cope with negotiation of credits 
and extra prices, and so on, is wasteful. 

In addition, if the program is undertaken, it should be undertaken 
on the basis of the integrated specifications, not the r bid basis. 

That’s my story, sir. Thank you for your patience in listening, 
and I hope I have been helpful, and I hope you will help us. 

Senator Burter. That has been helpful, and very interesting and 
very instructive, I must say. 

I never realized the seriousness of the problem. It looks as if we 
may be running right straight into the Small Business Committee. 
Is that it? 

Mr. Haag. Well, that, I would like to say, sir—you asked Mr. 
Sanford a question this morning, that I think indicated perhaps some 
anxiety of small business. Now, this program I propose does not 
hurt the legitimate businessman—small-business man. There are a 
great many small ship repairers, who don’t have any drydocks, who 
are very important to the industry, and get along very well, even 
if the sp ylit-bid procedure is eliminated. 

You see, in ship repair you have the vessel that _ to be re —— 
go on drydock periodic: ally. When that is to go to drydock, it is 
our contention that all repairs necessary at that eas should follow 
the ship to the drydock _— 

On the other side of it, at the end of each voyage there are repairs 
necessary to a ship bes due to damage or ordinary wear and 
tear, that is. loading berth or stream work. The small, legitimate 
ship repairers are set up, geared to and can handle that, and can 
live on that, provided there isn’t any of this diversion to the Johnnie- 
come-latelies, and the irresponsible people. 

Senator Bu TLER. | would think the problem would take eare of 
itself. I don’t see how you can do the bottom or the underwater work 
and let the topside work not be done, and have to take double time 
to do it. 

Mr. Haaa. It should. It always did until this child I referred 
to was born under the Maritime Administration. 

Senator Burier. Well, we will take a look at that child. 

Thank you ever so much, Mr. Haag. 

Mr. Haac. Thank you. 

Senator Burier. Mr. French. 

I am, by this procedure, proving the hospitality of our fine Mary- 
land repair vard—willing to be last, but certainly not the least. We 
certainly welcome you. 

Mr. Frencu. Thank you, sir. 

Senator Butter. And I know we will have a very instructive paper 
from you. 
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STATEMENT OF GEORGE H. FRENCH, PRESIDENT, THE MARYLAND 
DRYDOCK CO. 


Mr. Frencn. Mr. Chairman, I am George H. French, president of 
the Maryland Drydock Co. at Baltimore, Md. 

I am grateful for the op cave ty of appearing before you to supple- 
ment the statements made by my associates in the shipbuilding and 
ship repairin ig industry, since my company’s work is largely ship- 
repair work. 

The p light of the Vi ards, which are devoted to the construction of 


ships, is perhaps more spectacular than that of the repair yards 
but it is no more critical. In terms of national defense I might say 
that it is less critical because of the fact that when war begins the 


facneiletes enormous impact is on the repair yards rather than on 
the building yards. 

It is my considered opinion that employment in the ship-repair 
yards has gone below the point of national safety in this period of 
intense international tension. My yard may be used as an illustration. 
We have been more fortunate than many other repair yards in 
securing business but we saw our employment drop from 4, 100 in 1952 
to 2.500 in 1953, to as low as 900 in 1954. 

The decline in employment I have just related is for a shipyard 
which will employ 12,000 people on an efficient basis—which in 1947 

‘arried on ship repairs at its own docks and piers to 32 oceangoing 
hive simultaneously. The story is not unusual. 

The best way I can describe our business thus far this year is to 
Say we are ekeing out an existence but under cire umstances which 
mean that we are constantly next door to serious trouble. We have 
been accused in our industry of exaggerating our difficulties and of 
hollering before we’re hurt. That just isn’t so. The industry is in 
a serious predicament and we believe we are obliged to state the facts 
while there is time to remedy the situation rather than waiting until 
too late. 

nt seems to me that there are three things the Congress should do: 
First, as suggested by you, Mr. Chairman, we need a good application 
of first aid in the form of an immediate program of taking ships out 
of the laid-up fleet and placing them in ship-repair yards so that they 
may be put in the state of readiness that the public imagines them 
to be. This could be done almost overnight if the Government would 
take prompt and resolute action. The Nation has heard so much 
about its reserve of merchant ships that it has the idea that all these 
hundreds of ships laid up in the various reserve fleets around the 
country are ready to go at a moment’s notice. 

Nothing could be further from the truth. Most of these ships are 
about 10 to 12 years old and most of them have been idle since 1947. 
Many of them will require months of work before they could be 
readied for sea. 

The Mariner ships, to which Mr. Strohmeier referred, although 
recently built, are practically all in the laid-up fleets, and should 
immediately be converted for military use, to replace inferior ships 
now in service, such as APA’s. 

Second, the Congress ought to follow in general the recommenda- 
tions of the Commerce Department and its Maritime Board and 
enact a far-reaching and long-term program for putting the Ameri- 
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“an merchant marine where it belongs in terms of size, type and age 
of ship, plus the enactment of legislation requiring 50 percent of 
foreign-aid cargo to be carried in American ships. 

After all, the basic problem is the merchant marine. The ship- 
building and ship repairing industry can’t prosper unless the Ameri- 

can merchant fleet is prosperous. Nothing you can do for our industry 
directly can solve our problems in the long- term future. 

They must be solved through the American merchant marine be- 
cause the Nation can’t have a healthy shipbuilding and ship repair 
industry unless the merchant marine is healthy, too. 

It is my humble opinion that we have reached, or are closely ap- 
proaching, a critical time in our maritime industries. Every industry 
has to attract new capital and, more important, new brains, if it is to 
stay alive in a dynamic economy. 

Unless something is done to brighten the prospects both for capital 
and for people in the maritime industries we just won’t be able to 
attract enough of either to maintain the kind of position on the seas 
of the world that our great country demands. The Government has 
been kicking this problem around for a long time. I don’t believe it 
has too much time left. 

The third thing I believe the Congress ought to do is turn over to 
private enterprise most of the construction, conversion and repair of 
United States naval vessels, both combatant and auxiliary. The 
United States Government spends more money and employs more 
people in naval shipyards than all the private shipyards in the United 
States combined. During the past year or so there has been a marked 
change in Navy policy in the direction of placing more of its repair 
and overhaul work on auxiliary vessels in private yards. This has 
been a very helpful change, and we are grateful for it, but keep in 
mind that even after that change, iced in Navy yards still 
exceeds that of the private yards. 

Furthermore, most of our work is secured on a competitive basis 
whereas there is no element of competition in any Navy yard work. 

And moreover, a considerable part of our work is on foreign-flag 
ships, whereas all Navy yard work is for the American taxpayers’ 
account. 

The strength of our country lies basically in its competitive, free- 
enterprise economy. I am realistic enough to know that Govern- 
ment has always been and always will be in business to one degree or 
another, but I do urge that this be minimized, especially in sick indus- 
tries such as the shipbuilding and ship repairing industry. 

In my opinion, the ratio of employment between private yards and 
Navy yards should be something like 3 to 1, rather than about 1 to 1, 
as at present. 

I recognize clearly the defense potential of the many fine naval 
shipyards and the great contribution they have made in the past. 
But that recognition does not lessen in any way my conviction that 
the interests of national defense and the national pocketbook will best 
be served by strengthening private enterprise in our industry with a 
corresponding reduction in work performed in the Government’s 
shipyards. 

I appreciate very much the opportunity you have afforded me to 
express my views, and in conclusion, I’d like to say, Mr. Chairman, 
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that our company, too, is opposed to the practice of split bids of the 
several Government agencies. We think it is wrong, and we, too, 
along with others in the industry, have from time to time placed our 
case before these agencies. 

We seemed not to have gotten very far, but I think something can 
and should be done about it, at once. 

Senator Burier. Well, it will be my purpose to certify this portion 
of the record and the testimony of Mr. Haag to these departments, 
and ask them to come here and testify. I would like to hear what 
the \ have tos ay about it. 

Mr. Frencu. I do appreciate the opportunity of getting it before 
you. 

Senator Burier. Because that is the way of getting at it, and we 
will know better what our problem is. 

I thank you for a very excellent statement. 

From personal experience, I can tell you that in time of war, there’s 
nothing so essential as a repair yard, because I’ve seen the ships lined 
up and waiting to get into our very extensive facilities at the port of 
Baltimore, and they are weer ~ necessary. 

I hope this program will be carried out. I have reason to believe 
now that it is receiving care ful study by the proper authorities, and 
[ think an inventory of the fleet may be made, and that something 
will be done along this line that will give some immediate relief to 
the ship repair industry. 

Mr. Frencu. Of course, that would be very helpful, and we do 
appreciate everything you have done. 

Senator Burer. I can’t tell you how happy I am that you could 
come, and I think these hearings have been instructive, and this record 
will go to the people that will heed it, I think. 

Mr. Frencu. Thank you ever so much. 

Senator Burier. Is there anyone else who would like to be heard 
at this time? 

If not, we will adjourn. 
Our next hearing will be on the 26th at 2 p. m. 
(Whereupon, at 4:12 p. m., the meeting was recessed until 2 p. m., 


Wednesday, May 26, 1954.) 
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(Emergency Program for Ship Repair Yards) 


WEDNESDAY, MAY 26, 1954 


Unirep States SENATE, 
SupcoMMITree No, 4 on Water TRANSPORTATION, OF THE 
CoMMITTEE ON INTERSTATE AND FoREIGN COMMERCE, 
Washington, D.C. 

The subcommittee met at 2:23 p. m., pursuant to recess, in room 
G-16 of the Capitol, Senator John Marshall Butler presiding. 

Present: Senator Butler (chairman of the subcommittee). 

Also present: Donald D. Webster, subcommittee counsel; and A. J. 
Bourbon, subcommittee staff member. 

Senator Burier. The subcommittee will come to order. 

First, may I again apologize for being late, and this time I don’t 
know whether it is my fault or not. They told me 2:30 and then 2 
o'clock, and now it is 2: 23. 

Before getting into the actual testimony in this second hearing on 
the subject of developing an emergency ship-repair program to keep 
American shipyards operating, I feel that the record should show 
clearly what I consider to be a most important consideration in con- 
nection with these efforts. 

The point that seems to me deserving of emphasis is this: While the 
ship-repair yards will, I sincerely hope, benefit from this program, the 
inspiration for this program did not come from them in the first place. 
Despite their difficulties, and although ably represented by the Ship- 
builders Council, not a single shipbuilding or ship-repair yard has 
come crying to our subcommittee asking for relief. 

Rather, and I am most happy to say this for the record, because 
those who testified for the industry last Wednesday did not do so, the 
ship-repair yards in Maryland, and I presume this goes for those in 
other States as well, have been seeking a solution for their troubles on 
their own, on the basis that “the Lord helps those who help themselves.” 

With ship-repair work unavailable, they have gone into other fields ; 
they have sought and taken on other types of work not heretofore con- 
sidered within the realm of ship-repair activities. 

More power to them, I say, and all the more reason why they should 
be helped in their determination to keep their organizations together. 
The shipyard skills thus preserved are valuable beyond measure, use- 
ful alike to the purposes of peacetime as well as to the needs of war. 

Today we have as our first witness Hon. Louis S. Rothschild. We 
would like very much to hear from him on this pending proposal. 
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STATEMENT OF LOUIS S. ROTHSCHILD, ADMINISTRATOR, FEDERAL 
MARITIME COMMISSION 


Mr. Roruscuitp. Mr. Chairman, there has been filed with the staff 
of your committee a statement which was prepared in response to your 
invitation. I should like, with your permission, to summarize from 
that statement rather than to read it. 

Senator Burier. Is it your desire that you put it in the record as it 
is submitted and then summarize on it, or would you rather comment 
on it 2 

Mr. Roruscuitp. I think it would be well to have it in the record. 

Senator Burier. It will be so ordered. The statement will be made 
a part of the record, and Mr. Rothschild, you may proceed. 

(Prepared statement of Louis S. Rothschild is as follows:) 


STATEMENT OF Lou!IsS S. ROTHSCHILD ON SENATOR BUTLER’S PROPOSAL OF EMERGENCY 
BILL To BRING NECESSARY RESERVE FLEET REPAIR WorK INTO PRIVATE YARDS 


Gentlemen, I appear today in response to an invitation by your subcommittee to 
discuss 

(1) The present and prospective condition of the United States ship-repair 
industry, and 

(2) The desirability of undertaking a program of repair and/or conversion of 
a number of vessels now in the national defense reserve which will be required 
in the early stages of a future mobilization. 

Senator Butler, in his speech delivered on the floor of the Senate on May 11, 
1954, pointed out that “* * * the conditions in the shipbuilding industry gener- 
ally were such that emergency action is now clearly indicated and must be taken 
if we are to prevent almost total collapse of the vital shipbuilding industry in this 
country * * *” and added “* * * to that end and looking toward the prompt 
introduction of a bill to put needed ship-repair and ship-conversion work into our 
withering yards, a public hearing has been scheduled to ‘lay the keel’ so to speak 
for this emergency shipbuilding legislation.” 

As indicated in a letter of May 17 to your subcommittee, the Department of 
Commerce and the Maritime Administration are advocating several proposals for 
ship construction which we believe will provide substantial employment in ship- 
building yards in the next several years. These proposals include the tanker 
trade-in and build program, the construction of 4 combination ships under title V 
of the Merchant Marine Act, 1936, as amended, and the program for the moderni- 
zation of 4 Liberty shps. In addition, the Secretary of the Navy has requested 
Congress to authorize the Navy to enter into long-term charters with private oper- 
ators for 20 new tankers to be constructed for private account. As indicated 
above, it is understood that this hearing will be devoted to the particular prob- 
lems of the ship-repair industry. 

Reports prepared by the Shipbuilders Council of America indicate that the 
average employment in ship-repair yards has decreased from 78,000 in 1948 to 
about 30,000 in the first quarter of 1954. Previous witnesses who have appeared 
before your committee have indicated that present employment will decline fur- 
ther unless additional ship repair and/or conversion work is immediately forth- 
coming. They have indicated that the ship-repair work which can be expected 
from the present active fleet will not be sufficient to maintain present employment. 
Experience since the end of World War II clearly shows periods of exceedingly 
high demands for American shipping followed by periods of semidepression of 
such shipping, with corresponding fluctuations in the demands on ship-repair 
yards. These peaks and valleys in every instance are directly attributable to 
world conditions. It is essential, in the light of present international tensions 
that we do not allow the ship-repair industry to deactivate its facilities and 
disperse its skilled manpower to the point where in the future it will be unable 
to rise to the sharply increased requirements which an emergency will trust 
upon it. 

The record indicates that in mid-1949, the average employment in ship-repair 
yards was at about the same level as it is today. Recognizing the gravity of the 
situation, a reserve fleet repair program was developed and the Congress, in 
1950, appropriated some $18 million for the express purpose of repairing and 
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restoring a number of vessels in the reserve fleet which it was then anticipated 
would be required in the initial phases of a grave national emergency. The 
Korean outbreak in June of 1950 frustrated this program in that these appro- 
priated funds and others were used to repair and reactivate merchant dry-cargo 
ships vitally needed for the Korean operation. As a consequence of the Korean 
operation and subsequent demands for merchant tonnage to meet defense and 
foreign-aid programs, 703 merchant vessels were withdrawn from the reserve 
fleet, repaired and reactivated. Most of these ships—626 to be exact—have since 
been returned to the national defense reserve, and as a result a substantial 
number of merchant-type ships are in better condition to meet future initial 
emergency demands for merchant-type vessels. 

However, the naval auxiliaries originally contemplated for repair under the 
1950 appropriation have, for the most part, not been touched since 1945 and 
1946 when they were no longer needed by the Navy and were turned over to the 
Maritime Administration for preservation. 

As a result of your subcommittee’s request, representatives of the Maritime 
Administration and the Department of the Navy have reviewed the latest 
mobilization requirements for vessels in the national defense reserve which are 
either presently converted to naval auxiliaries or are scheduled for wartime 
conversion to naval auxiliaries and which will be urgently required in the early 
stages of a future grave national emergency. The results of these consultations 
indicate that there are a total of 399 vessels in this category in our reserve 
fleets. However, after deduction of 194 merchant type ships which have been 
repaired and operated within recent years and which are now planned for wartime 
transfer to the Department of Defense, there remain 205 ships 

The Maritime Administration and the Department of the Navy believe that 
if any reserve fleet repair program is undertaken it must include these 205 ships 
as a minimum. 

In the 205 ships only 17 Liberty types are included our of these seventeen 
are presently Navy Net Cargo Ships and they are scheduled for repair. The 
balance of 13 are scheduled fer conversion to naval auxiliaries. We are not 
able to discuss this requirement in detail since the project is highly classified. 
However, in the event of full mobilization the need would be immediate and 
urgent and if any program is undertaken, we would propose to give this 
particular group of ships a very high priority. 

We have also included in this program the repair of 46 V4 large, seagoing 
tugs which will be of the utmost importance in the early phases of mobilization 
in reactivating other ships as well as for deployment to the forward areas. As 
indicated in the recent study of the Under Secretary of Commerce for Transpor 
tition on Maritime Subsidy Policy, one of the important factors in determining 
the rate of reactivation of ships in time of national emergency is the availability 
of tugs to move ships from reserve fleets into the repair yards. 

We estimate that the repair and conversion work including the cost of break 
out and towing on the 205 ships would require the expenditure of approximately 
$45 million and would provide approximately 4,200 to 5,000 man-years of em 
ployment to production workers. As I have indicated, the majority of these 
vessels were placed in the reserve fleet immediately after World War II. In 
most cases no detailed condition surveys were made at the time the vessels were 
deactivated. While we have general knowledge of the condition of these ships, 
until they are drydocked and surveyed, no precise estimates can be made of the 
repair cost. In preparing the estimates which we have submitted, we have 
utilized experience gained in withdrawing vessels from the fleet for use in the 
Korean and the foreign-aid programs. We recommend that if the Congress ap 
proves this program, a lump-sum figure be appropriated and as many vessels 
as possible be repaired and/or converted within the dollar limits. 

Of the 205 ships 92 are presently located in the reserve fleet on the east coast, 
32 on the gulf coast, and 81 on the west coast. 

We would propose, in general, that the major work on these vessels be done 
on the basis of competitive bids with award to the lowest qualified bidder. How- 
ever, if the Congress desires to assure that all qualified repair yards in major 
competitive areas are to have equal opportunity to bid without regard to loca- 
tion, any reserve fleet repair program authorized should direct that the program 
be accomplished on this basis. 

We have also noted the expressed opposition of some of your previous witnesses 
to the Maritime Administration practice of awarding repair contracts, in cer- 
tain instances, on the basis of split bids. In such cases our past practice has 
been to allocate fairly the initial drydocking and opening up for survey to repair 
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yards having drydock facilities. At that time the major specifications were 
written and invitations to bid issued to all qualified repair yards in the geographic 
areas 

The Maritime Administration is convinced that such a practice is in the best 
public interest and results in having the work done at the lowest cost to the 
Government. Therefore, unless otherwise directed by the Congress, we would 
propose, in general, to follow this practice in repairing ships pursuant to any 
authorization which the Congress may grant 

Mr. Rornusciitp. Thank you, sir. 

As I understand the situation, there are two problems: one, the 
present and prospective condition of the United States ship-repair 
industry and, No. 2, the desirability of undertaking a program of 
repair and/or conversion of vessels in the national defense reserve 
which will be required in the early stages of a future mobilization. 

Senator Burier. Is that what was referred to the other day by the 
Secretary of Commerce in his New York speech as the upgrading of 
certan ships in the reserve fleet / 

Mr. Roruscnitp. No; that is not. 

Senator Burier. Is that another facet of this same problem 4 

Mr. Roruscuivp. Yes, sir; I will touch on that in a moment. 

Senator Burier. I wish you would. 

Mr. Roruscuiip. The Department of Commerce has advocated sev 
eral proposals fo. ship const ruction. One of them is a tanker trade-in- 
and-build program with which I think your subcommittee is familar. 

Senator Burier. Yes. 

Mr. Rormscnitp. And the other is the Government share of the 
construction cost of 4 combination ships, 2 for Moore-McCormick and 
2 for the Grace Line. The other is the modernization of the four 
Liberty ships and beyond that an experimental program to see if 
we cannot deve lop some lmprovements in cargo hi indling gear because 
in addi tion to this program sponsored by the Dapartosnd of Com- 
merce, the Navy has developed a long-term charter bill covering tank- 
ers as well. Both their bill and our bill proposes that there may be 
as many as 20 tankers involved under each bill. The Navy bill passed 
the Senate on Monday, M: Ly 24 

The Shipbuil ding Council of America reports indicate that the 
average employment in ship-repair vards has decreased from 78,000 
in 1948 to about 30,000 in the first quarter of 1954, and our projec- 
tions are for even lower figures in the future unless there is new ship 
building. 

Senator Butter. May I ask a question at this point / 

Mr. Roruscuiip. Yes; ce ron 

Senator Burier. I don’t know whether you would care to comment 
on it or whether you can comment on it, but there was an amendment 
made to the tanker bill that was passed last Monday to the effect that 
the bids must be on a competitive basis. I thought that the pur- 
pose of that program was to insure not only the production of those 
ships, which is very badly needed, but also to keep the nucleus of a 
shipbuilding industry in existence. 

And if we do it on a strictly competitive basis, it may be that the 
yard that has 6 or 8 months of work on the ways may get those tank- 
ers and the yard that has no work will just fold up and go out of 
business. 

Have you any comment to make on that particular thought ¢ 








MERCHANT MARINE STUDY 207 


Mr. Roruscuiip. I have none because that is the Navy program 
and does not come within our cognizance. 

Senator Burier. I am sure that is right. It seems that we may be 
in trouble unless that bill is amended to take care of that particular 
thing, because I can see that a yard may be infinitesimally low on a 
bid for some of those tankers that had 8 months’ or a year’s backlog 
and a yard that needs the work desperately to keep going wouldn’t 
get them and would keep closed. 

Mr. Wesster. May I ask a question, Senator Butler / 

Senator Buriter. You may. 

Mr. Wersrer. Although this program is more or less under the 
auspices of the Navy Department, it is true that your department is 
vitally concerned w ith the welfare of the privately owned and pri- 
vately operated ship repair and construction yards, is it not? 

Mr. Roruscuip. Indeed we are. 

Mr. Weester. I think in line with the Senator’s suggestion, it is my 
understanding that the General Accounting Office has a rule or 
regulation which would permit the Navy Department, all other things 
being equal, to exercise discretion on the matter of accepting low 
bids. 

I am thinking in particular that discretion as I understand it has in 
’ past been exercised by the Navy Department to place ship-repair 

r ship-construction work in yards that are in need, as the Senator 
aaieenal of that work, and I am wondering whether you would 
care to explain it or to express an opinion as to whether from your 
interest in shipyards it might be well to permit at least under that 
rule of the General Accounting Office the Navy Department to have 
the discretion to award contracts on a more liberal basis than a pure 
dollars-and-cents basis. 

Mr. Roruscuinp. Just on a conjectural basis for an answer, it seems 
to me that if the Navy had the right to award the destroyer contract 
to the Bethlehem-Quincy yard at a substantially higher price than was 
bid some place else, the same privilege should run to it in this instance. 

Senator Burier. I think the Navy in that case did the contracting 
under an act of the Congress, but here we have an act of Congress 
that says you cannot do it. Doesn’t the amendment so provide? 

Let us go off the record at this point. 

(Discussion off the record.) 

Senator Burter. Back on the record. 

Mr. Roruscuip. Previous witnesses have indicated before this sub- 
committee that employment in the shipyards will still further decline 
unless additional work is soon forthcoming. 

It is essential that the ship-repair industry not be allowed to de 
activate its facilities and its experts, its skilled manpower to the point 
where it cannot be expanded to meet emergency demands. 

In 1949, average employment in the repair yards was about at the 
same level as today, and at that time a program for the repair of the 
reserve fleet vessels was developed, covering ships felt to be required 
in the initial phases of an emergency. 

In 1950 the Congress appropriated $18 million for repairing and 
restoring vessels of that type that were in the reserve fleet. 

But due to the outbreak of the “Affair Korea” the money was used 
to repair and reactivate merchant ships vitally needed for that 
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service rather than the ships which had been originally contemplated. 
As a consequence of the Korean emergency and the subsequent de- 
mands for additional tonnage, 703 reserve ‘vessels were withdrawn, 

repaired, and reactivated. 
Six hundred and twenty-six of these ships have now been returned to 
the resel 
vn, | 


ve fleet and are in much better condition than when with- 


vecause of the fact that a considerable amount of work was 
them. We are, therefore, much closer to meeting our mobili- 
demand for a me rchant type ve ssel. 

At the present me the reserve fleet is compos sed of about 2.800 
ships, about 880 of which require major repairs. Approximately 600 
of these 880 are Libe Ty ty pe ships. 

As a result of this — e's request, representatives of the Mari- 
{ Administration and the Navy have reviewed their latest mobiliza- 
tion requirements for vessels in the National Defense Reserve which 
are either presently converted to Navy auxiliaries or are scheduled 
for wartime conversion to naval auxiliaries. 

There are 399 vessels in this category in the reserve fleet; 194 of 
them have been repaired and operated within recent years during the 
Korean emergency, leaving about 205 ships which we feel need repair 
or conversion 1D order to meet early milit: ary requirements. 

If any reserve fleet repair program is undertaken, these 205 ships 
should be in the first order of priority for repair or conversion. 

Of these 205 ships, only 17 are Liberty-type ships, and anticipating 

any question that might be asked as to why we are reactiviating or 
re g any money on the Liberty-type vessels, 4 of those are special- 
ized ships in that they are Navy net cargo ships, and the remaining 
13 are scheduled for conversion. But that is only a very small per- 
centage of the total that we have in mind. 

Included in this repair program are 46 large sea-going tugs that will 
be very much needed in the early stages of mobilization to aid the acti- 
vation of other ships. One of the shortages that we have previously 
encountered has been in tugs which have been deficient in numbers 
and therefore our programs have been delayed because we could not 
get the ships moved about. 

We estimate that the repair and reactivation cost, including break- 
out and towing on the 205 ships would be about $45 million and would 
provide approximately 4,200 to 5,000 man-years of production-worker 
employment, but we have no detailed surveys, so this estimate is not 
precise. It is strictly in the area of an estimate. 

Of the 205 ships, 91 are presently located in the east coast reserve 
fleets, 32 on the gulf coast, and 82 on the Pacific coast. 

I think that reasonably well summarizes my statement, Mr. Chair- 
man. 

Senator Butter. Could you have any estimate or has any estimate 
been made of the cost to put these ships in class ? 

Mr. Roruscuitp. This does not contemplate that they will be put 
in class. 

Senator Burter. Well, to do the necessary work, then. 

Mr. Roruscutp. A total of $45 million in the work that we are 
presently contemplating as an estimate. 

Senator Butier. In the opinion of your Department, should that 
work now be undertaken ? 
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Mr. Roruscnitp. We say if a program of repair and conversion is 
undertaken these should be the first ships which should be in that 
program. 

Senator Burter. Would you care to make any statement or recom- 


mendation as to the advisability or feasibility of embarking upon such 
a’ program at this time? 


Mr. Roruscutp. I would not. 

Senator Burier. Has the Department taken any official position 
on whether or not such a program should be undertaken 

Mr. Roruscutitp. No, they have not. 

Senator Burter. Then you wouldn’t be able to say whether or not 
the Secretary of Commerce would be willing to mi ake the request for 
the budgetary authority to go on with such a program 4 

Mr. Rornscniip. I do not know his thinking on that, sir. 

Senator Burier. Well; I hope to meet with the budget people 
within the next 2 or 3 days and try to resolve that question. 

Do you think it would be in the best interest of all concerned if 
your Commission or the Department of Commerce made a study of 
the relative size of the privately owned ship repair and shipbuilding 
yards and the naval installations engaged in the repair and construc- 
tion of vessels ? 

Mr. ae I am sure we have some information on that, Mr. 
Chairman. I do not happen to have it with me. It seems to me, 
however, that there is a need for both types of facilities. 

Senator Burter. I think that is undoubtedly true. It is a question 
of the balance that should be struck. And there is such a study as 
that, you say? 

Mr. Roruscuitp. I do not know that you could call it a study, but 
I am sure that we have some information. 

Senator Burter. I would like to have the thinking of your Depart- 
ment on that. 

Mr. Roruscuitp. We would be glad to give you the figures. 

Mr. Wersrer. I think in that connection the other day there was 
testimony from representatives of the various shipyards concerning 
the relationship, employment-wise, between private yards and I 
assume they were referring to privately owned ship-repair and ship- 
construction yards which are capable of handling oceangoing tonnage 
and navy yards, and I think one statement was made to the effect that 
the employment presently is about on a 1 to 1 ratio as between private 
yards and Navy yards, and the thought expressed by this witness was 
that perh: aps the ratio in peacetime or in times other than those de- 
clared a national emergency should be on about a 3 to 1 basis, 3 of 
them employed in the private yards for 1 employed in the Navy yards. 

Regardless of what the figure ought to be, it seems to me certainly 
that we would be helped a great deal in our work if we knew what 
ratio you and the Department of Defense, the Navy Department, 
thought was the proper relationship for peacetime without anybody 
believing that there should be slavish adherence to any such formula. 

Mr. Rornscuiip. It seems to me that the Department of Defense 
would be far better qualified to indicate their own needs than anyone 
else, and I don’t know that an opinion from us would be of much. 
competence at this point in that area 

47478—54— pt. 3 6 
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Mr. Wesster. Unless it were coordinated cooperatively and closely 
with the Department of Defense, this study that we are thinking of 
might not be of much help. 

Senator Burter. For my own enlightenment, and I know very 
little of this practice, will you touch a little bit on the practice of 
split bidding and explain it and how you operate under it? 

Mr. Roruscuitp. We know, of course, that there has been opposi- 
tion on the part of some witnesses to our practice of awarding repair 
contracts in some instances on the basis of splitting bids. 

It has been our practice to allocate in a fair manner the initial dry- 
docking of ships and opening up for survey the repair yards having 
drydock facilities. Not everyone can do that. Only those equipped 
to do it can do it. 

Senator Butter. In other words, to put the ship in the drydock, 
making the survey is what is needful at the present time? 

Mr. Roruscnitp. That is correct, and they are compensated for 
that. 

Senator Butter. Yes. 

Mr. Roruscuitp. And the major specifications are written as a 
result of that survey, and invitations written to all qualified repair 
yards in the geographical area. 

We believe that this practice is in the best public interest and it 
has resulted in having worked out to the lowest cost to the Govern- 
ment. We propose to continue it, the following of such a practice, 
unless we are directed otherwise by Congress. 

Senator Burier. You have your survey made, and after the survey 
is made, even though you have underwater work at the present time 
in the drydock and the topside work also involved in that ship, you 
may award the underwater work to the shipyard where the ship then 
is and then take it out of the yard and have the topside work done 
someplace else. 

Mr. Roruscuivp. If that resulted in a lower total cost to the Gov- 
ernment, we have been doing that. 

Senator Burier. But of course you do not do that to a ship that 
is in active operation because your time lost would eat you up; 
wouldn’t it ? 

Mr. Roruscuitp. Well, time is also a consideration and under 
emergency conditions we do not apply that rule as stringently as we 
do under peacetime conditions. 

Senator Butter. Could you give us an estimate of what the practice 
saved to the Government ? 

Mr. Rornuscutip. I do not have that information with me. 

Senator Burter. It is not a very substantial figure, is it? 

Mr. Roruscutp. I really do not know, sir. 

Senator Butter. Have you any experience on actual jobs where you 
have underwater work and topside work and in how many instances 
do you award contracts on a split-bid basis, and in how many instances 
do you let the drydocking yard do the whole job? ; 

Mr. Roruscuiip. We will be glad to furnish that information, Mr. 
Chairman. 

(The information in question was submitted by Mr. Rothschild in a 
letter dated June 4, 1954, which is as follows:) ~ 
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DEPARTMENT OF COMMERCH 
MARITIME ADMINISTRATION, 
Washington, D. C., June 4, 1954 
Hon. Joun M. BUTLER, 
United States Senate, 
Washington, D. C. 

DeaR SENATOR BuTLer: As requested at the hearing on the reserve fleet re- 
pair program, held by your subcommittee Wednesday afternoon, May 26, 1954, 
the following information is submitted on the actual experience of the Mari- 
time Administration as a result of using split bids as well as all-inclusive bids 
in connection with two ships involved in the reactivation program of 1950-51: 


All-inclusive bid 


Rejected 


Ship Port Date | tow bid 
James Bennet Moore --.-- eed ad | New York. April-May 1951- $164, 066 
Harold Dosset- ‘ : do do 174, 859 


Split bid 


Total 


Negotiated drydock work New low bid (topside) olal Saving 
0s 
Percent 
21,364 (Brewer Drydock Co.) $65,425 (the Turbine Engineering Corp.)_-| $86,789 | 47.1 
$14,330 (Todd Shipyard Corp., New York).| $68,890 (Kane Ship Repair Co 83, 220 52. 4 


At the time of these reactivations, all of the companies indicated above were 
holders of maritime master lump-sum repair Contracts and were considered 
conuipetent and responsible contractors in their respective fields. 

The Maritime Administration uses both the all-inclusive bid and the split-bid 
procedures as the circumstances warrant. Jobs where voyage repairs involve 
major underwater work with minor topside items are usually handled under a 
single all-inclusive specification with inivitations to bid limited to repair con- 
tractors having drydock facilities. 

Where drydocking is not involved, all repair contractors in the area quali- 
fied to do the work are invited to bid. However, when a major reactivation 
is contemplated or when topside repairs constitute the major portion of the 
work required, invitations are sent out on a split specification basis with dry- 
docking and underwater work negotiated and the topside work done on a bid 
basis. As may be seen from the above tabulation, our actual experience indi- 
cates that the use of the split-bid basis has resulted in a substantial reduc- 
tion in cost to the Government. 

I trust that the above information will be satisfactory to your subcommittee. 

Sincerely yours, 
Louis §. RorTHscHILD, 
Maritime Administrator. 


Senator Burter. You think it is of advantage simply because it 
tends to keep the drydocking yard on the topside work or why do you 
employ such a practice ? 

Mr. Roruscuitp. If we were to award all contracts only to those 
companies having drydock facilities, it would result in putting out of 
business the people without drydocks. 

Senator Butter. According to the testimony before us the other 
day, they say there is plenty of work for people with the yards whereas 
the man with the expensive drydoc king equipment is a very specialized 
fellow and when the ship goes in there he should do all the work. 
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Mr. Roruscuitp. Let me modify that by saying it would eliminate 
from the possibility of participation all the work in which there was 
both underwater and topside work. 

Senator Buriter. Well, that goes back to the question I asked you 
originally. In other words, you feel that the existence of what was 
termed as “bicycle shops” tends to keep the drydocking yards’ bid for 
topside work in line, is that what it is used for? 

Mr. Roruscnitp. We are charged with the duty of getting repairs 
done at the lowest possible cost to the Government, provided that the 
people who have bid are competent to do the work. 

Senator Burier. You do not think that the competition among the 
repair yards themselves for drydocking facilities is sufficient to protect 
the Government or anybody else who wants a ship repaired ? 

Mr. Roruscuitp. I do not think I could make a flat statement to that 
question, but it seems to me in my business experience that the more 
competition there is the better chance of getting a lower price. 

Senator Burier. I am thinking of Baltimore, Md. If you puta 
ship in there you would get pretty keen competition, and I would think 
there would be enough yards having the facilities to do both under- 
water and topside work to keep the bids in line. It would not be 
necessary to have these so-called bicycle shops doing topside work 
that the other shipyards could be doing at the same time they are 
doing underwater work. 

Mr. Roruscuiip. Baltimore, as one of the Nation’s major ports, has 
a much larger repair industry than you would find in smaller ports, 
and there are quite a few areas in which there is only one company 
which has any drydocking facilities. 

Senator Burrter. Do you have any questions, Mr. Webster? 

Mr. Werster. Conceding that normally—and I am thinking of times 
when the ship-repair yards and shipbuilding yards that this emer- 
gency ship program of Senator Butler’s is designed to aid are not in 
need of emergency aid, under normal conditions, conceding that the 
split-bid procedure might be advantageous from a dollars and cents 
point of view on the particular job, would you concede that where the 
program is designed to aid what the m: iritime subsidy policy report 
refers to as our necessary nucleus of America’s privately owned ship- 
yards, that at least we ought to reexamine the validity or wisdom of 
emploving split bidding? Would you concede that? 

Mr. Roruscuiip. I think we would be very happy to reexamine our 
policy 

Mr. Wersrer. It seemed to me, having looked over, yesterday, the 
tremendous capital investment that one of these key yards has, to 
permit split bidding on work which, though not of a make-work 
nature, was work that we were trying to get into the key yards, might 
be a way to defeat our own purpose. 

Mr. Roruscump. Looking backward a few years, and I do not have 
the history available, it might very easily be possible that some of 
the major yards started out as what the Senator calls bicycle shops. 

Mr. Werster. I have no doubt that, looking back quite a few years, 
probably most of them did start out small. 

Senator Burter. Well, thank you ever so much, Mr. Rothschild. 
It is always a pleasure to have you here, and anything this subecom- 
mittee can do for your Commission, we are very happy to be able to 
do it. 
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We will now hear from Rear Adm. B. E. Manseau, Acting Chief of 
the Navy’s Bureau of Ships. 


STATEMENT OF REAR ADM. B. E. MANSEAU, ACTING CHIEF OF 
UNITED STATES NAVY BUREAU OF SHIPS 


Admiral Mansgeav. I am pinch-hitting for Admiral Leggett, who is 
on the west coast and will not be back until tomorrow, and I under- 
stand the record will be kept open until he gets back. 

Senator Butter. It will be kept open until the admiral gets back. 

Admiral Mansrau. Mr. Chairman and members of the subcom- 
mittee, I am pleased to have this opportunity to give you my views on 
an emergency proposal for the repair or moderhization of certain 
merchant ships in the national-defense reserve fleet. 

The Navy Department is vitally interested in any proposal which 
will improve the economic outlook of the private shipbuilding and 
ship-repair industry. The critical condition of this industry has been 
fully described by the witnesses who have preceded me, and I will not 
presume to elaborate on their testimony. It is sufficient to say that 
an adequate wartime merchant marine is dependent upon the existence 
in peacetime, of a strong nucleus of American-flag ships, operating 
yards, and skilled personnel capable of rapid expansion in the event 
of an emergency. Because of a serious scarcity of commercial work, 
this nucleus, today, is being rapidly dissipated. 

Before discussing the pending proposal, I would like to answer 
certain questions raised by industry spokesmen during last week’s 
hearing before this subcommittee, with regard to the Navy’s efforts to 
assist our private yards. 

As you know, the Navy has consistently awarded the bulk - its 
ship construction work to private yards. During this fiscal year, our 
entire program, comprising 19 ships, together with numerous sm: lie 
vessels, is going to private Lamas y. Itis hoped that this procedure 
will enable us to maintain an adequate potential for large combatant 
ships. This is our primary mobilization responsibility. 

We are not sure, however, that we can meet this responsibility be- 

cause our major private y% ards mi 1y not have the additional support 
ny need in the form of commercial construction. Al] of the ocean- 
going merchant ships now on the ways are scheduled for completion 
early next year, and new orders have not been forthcoming. The most 
seriously threatened yards, however, would seem to be those which 
specialize in merchant-ship construction. The Navy has little work 
of this kind in its annual programs, and hence, cannot begin to support 
a nucleus of yards for construction of merchant-type ships. 

As Coordinator of Shipbuilding for the Defense Department, the 
Chief of the Bureau of Ships also procures certain tugs, landing craft, 
barges, and other vessels for the Marine Corps, Army, and Air Force. 
I believe that there was some criticism duri ing the hearing last week 
of the Navy’s procurement practices with regard to these vessels. 
It was stated by Mr. Joseph Haag, Jr., president of Todd Shipyards 
Corp., that awards had been made to “marginal, financially weak” 
builders, with the result that qualified ship-repair firms had been de- 
prived of this work. I believe that Mr. Haag was referring to our pro- 
curement of 65-foot tugs for the Army. Last week, I spent several 
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hours before the Senate Select Committee on Small Business in an 
effort to present the facts regarding this program. 

Without going into detail, may I say that I fully agree with Mr. 
Haag that some of the builders referred to did not have adequate 
financial resources. 

The 65-foot tug contracts were awarded on a competitive basis. 
Five small contractors offered the most advantageous proposals to the 
Government. Several ship-repair firms, however, were invited to sub- 
mit quotations, and any qualified firm in this category could have sub- 
mitted a proposal. 

The awards were made in the early stages of the Korean conflict. 
All-out war was a definite possibility. We were trying to broaden our 
mobilization base of operating yards. To do this, it was necessary 
to invite proposals from certain marginal firms. We accepted a cal- 
culated risk. 

Two of the five small builders in this program ceased operations, 
and a third is making little or no progress. The tugs will, nonethe- 
less, be completed at reasonable cost, by utilizing other yards, 

Senator Butter. And that was solely on the basis of having an ex- 
tension of your program and an expansion of your base for construc- 
tion work? 

Admiral Mansrav. That is correct, sir, because at that time we were 
in a very ate ebb, shipbuildingwise, throughout the country, and it 
seems to me that there was some merit in developing the fringes of 
what was abind to be our base. 

We are now making a more exhaustive appraisal of the qualifica- 
tions of prospective contractors than in 1951 and are taking other 
steps, in coordination with the Small Business Administration, to 
safeguard the interests of both the Government and small business 
and, at the same time, carry out the expressed intent of the Congress. 

Private ship-repair firms are receiving an increased share of naval 
repair and overhaul work. Prior to May 1953, this work consisted of 
some quinquennial overhauls of Navy reserve fleet ships, restricted 
availabilities, repair of some service craft and selected active fleet 
ships, and work on mutual defense assistance vessels. Much of this 
work was in the nature of overflow of work from naval shipyards, 
particularly during the Korean expansion period, when it was desired 
to build up pr ivate as well as naval shipyards. During the past year, 
the Navy’s policy has been broadened to provide for the definite 
scheduling of all possible quinquennial overhauls and the repair and 
overhaul of most active fleet auxiliaries to private yards. 

The Navy has tried to distribute this work among the various naval 
districts in direct proportion to the estimated mobilization capacity 
of the active ship-repair firms in those districts. This has been a diffi- 
cult task because of the changing operational requirements of the fleet 
and the necessity for obtaining adequate competition. It is believed 
that a more equitable distribution will be accomplished in fiscal 1955 
than was possible this year. 

This brings me to a rather controversial subject which, I believe, 
was discussed during the hearing last week—the Navy’s practice of 
inviting split bids on ship-repair work where drydocking is required. 

I cannot speak for the Military Sea Transportation Service. I can 
say, however, that with regard to overhauls done under the manage- 
ment of the Bureau of Ships the extent of this practice has been rela- 
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tively small. Yesterday I obtained up-to-date reports from our indus- 
trial managers on both the east and west coasts. 

These reports indicate that, on a countrywide basis, split bids have 
been invited since July 1, 1953, on only 14 percent of the 1,300 repair 
awards made to private firms during this period. Only about 5 per- 
cent of these awards were made on a split-bid basis to shore shops 
without drydocks, and less than one-half of 1 percent, consisting of 
5 awards, were made to firms which could be described as “mar- 
ginal.” Almost one-half of the split-bid invitations were issued by the 
industrial manager of the First Naval District, and that is the Boston 
area, where there are only a few integrated repair yards to compete 
for Navy work. 

The Navy fully recognizes the importance of maintaining the mobi- 
lization readiness of our large integrated repair yards. These firms, 
as was pointed out by Mr. Haag and Mr. French last week, possess 
drydocks, piers, well-equipped shops, and, in many cases, rent Navy- 
owned facilities. They have a large investment and require a certain 
volume of work to operate economically. 

The dwindling supply of commercial repair work has sharpened 
their interest in naval work. The Navy is anxious to help and is 
helping to keep these firms in business. 

Senator Burter. What do you think on the basis of a private oper- 
ator of a ship as to whether he could afford to bid on the split-bid 
basis to the extent of even 14 percent ? 

Admiral Manseav. I am not qualified to answer that, but I do have 
ideas. I think that a private operator could do that. However, I have 
a feeling that a private concern is used to doing business with certain 
people, and there may be an exchange of business with certain firms 
so that a private operator would go naturally to the same yard time 
after time. 

Senator Burter. I would think that he could get his work done in 
half the time if the underwater work took the same amount of time 
as the topside work. He would get his work done in half the time 
and his turnaround time would be half the time. 

It would seem to me difficult to see how a private operator could 
indulge in the luxury of participating in that. We simply must 
operate on some standard; and if you find that an operation is uneco- 
nomical to the average American citizen in the conduct of his busi- 
ness, in the usual and normal manner, it is wrong for the Government 
to indulge in that type of bidding just for the purpose of keeping 
marginal people in business. 

I realize that you are called on the one side by the Small Business 
Committee which is pounding for splitting of the work. It would 
seem to me that the Government ought not to indulge in that prac- 
tice. We ought to handle the work on a good, American basis of get- 
ting the job done in a way that is feasible and economically possible. 
It does seem to me that the split bidding is a little bit off the beaten 
track and has a little bit of the spirit of helping, uneconomical help- 
ing, of the marginal people. 

Admiral Manseav. If we did not think it was economically feasible 
to split the bids we would not do it, I can assure you. 

I was out in San Francisco for a long time as industrial manager 
and I gave the matter a lot of thought and there were times when we 
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felt we had to find out what a job was worth by asking the people to 
bid. 

Senator Bur.ter. You would have a right to do it for keeping other 
people in line and not being taken advantage of. 

Admiral Mansrav. That is part of it. We make estimates but none 
of the estimates we make can be compared with a bid figure of the 
fellow making it for a job. 

Senator BuTLER. W hen you do that, do you take into consideration 
the position of the private operator when he figures that he must get 
his ship away quickly? He cannot afford to lay up the ship and every 
24 hours means a lot to him. De you take that into consideration 9 

Admiral Mansrau. We take the time into consideration. We have, 
of course, different requirements than those the commercial ship oper- 
ator who carries freight has. 

Senator BurLer. Much differe a 

Admiral MANsgAv. Yes, much different. When our ships come 
back for overhauling, iivaliane is the main purpose for their 
return, but they also have a crew aboard who have been outside the 
continental limits for a year or a year and a half or 2 years and we 
have got to provide the time for them to set foot on the United States 
soil. 

We have so-called availability periods that are standard for this 
type ship and if we can get the overhaul done within the time allowed 
and the schedule, then we have met the fleet requirements, and if we 
can get the job done at a good price economically, then we have met all 
the requirements of the fleet. It often requires a Solomon to solve it. 
We recognize the situation with regard to integrating yards. We have 
difficulty in finding a formula that you might say fits the American 
way. We find it difficult to put ourselves in a position of discriminat- 
ing either for or against. 

So our policy, which I do not think the private shipyards have 
criticized too much, the policy of the Bureau of Ships is to leave the 
determination of where a job will go in the hands of the industrial 
manager who is at the local scene and who can see the picture much 
more clerly than we at the headquarters can. That is why split bids 
have been used to a very minor degree in the Bureau of Ships work 
and even there many of the split bids that were requested wound up 
by going to the integrated yards. 

Senator Burter. I think you said only 5 percent of these awards 
were made on a split-bid basis. 

Admiral Mansrav. Yes, sir; but so many of them were not even a 
subject of split bids. 

There are, however, other ship-repair firms which also have good 
shop facilities, skilled personnel, and experienced management but do 
not own drydocks. One such firm in Boston has been in business for 
68 years. It is not accurate to describe these firms exactly as “bicycle 
shops.” They are, in most instances, fully qualified for topside work, 
and contribute to our mobilization readiness, especially in maintaining 
vital employee skills. In all fairness, they must, under certain cir- 
cumstances, be given an opportunity to compete for the topside work 
in a regular overhaul, even though the drydocking will have to be 
performed by an integrated private yard or by a naval shipyard. 
The statistics which I just cited indicate that these smaller firms have 
not been receiving a disproportionate share of naval work. 
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Before deciding to employ the split-bid procedure, the industrial 
manager gives careful consideration to the scope of the work, the need 
for economy, operational requirements, and the relative workloads in 
integrated yards and y: rips without drydocks within the naval dis- 
trict. If there are only 1 or 2 integrated yards in the area, the Gov- 
ernment usually obtains ‘betsies prices by enlarging the competition 
for the topside 1 work to include smaller firms not having drydocks 
but otherwise qualified. Frequently the drydocking is only 5 percent 
or 10 percent of the total job and can be accomplished readily at a 
nearby private or naval shipyard. 

In general, all of our private yards, both large and small, have per- 
formed naval repair work in a satisfactory manner. The labor 
standards of the smaller firms may not be as high as those of the inte- 
grated yards, and their turnover rate is greater. They may subcon- 
tract a sizable part of the work. This gar is encouraged by the 
Bureau of Ships in order to promote the Government’s policy of 
assisting small business. However, our industrial managers report 
that the work done by these firms has not been inadequate or more 
costly. 

During the hearing last week there was some criticism of the divi- 
sion of naval repair work as between private and naval shipyards. 
It was stated that naval shipyard employment was greater than that 
of private yards, contrary to the relationship which existed before 
World War II. <A 3-1 ratio of private repair yard to naval shipyard 
employment was suggested. 

In response to this criticism, T can only say that the Navy is trying 
to do the best it can with the limited repair work available. Since 
the cessation of - gantate hostilities, the fleet’s maintenance require- 
ments have diminished both in volume and urgency; the operating 
cycle of naval vessels between overhauls has been lengthened; about 
50 ships are being inactiviated on a phased time schedule; and altera- 
tions during overhauls have been generally reduced. The Navy is 
trying to distribute this smaller volume of work in such a way as to 
support the mobilization potential of both our naval and private ship- 
yards. However, apportioning a decreasing amount of naval work 
among yards whose needs are increasing is not an easy task. 

It is true that conversions and overhauls of most combatant ships 
are still being accomplished at naval shipyards. This has always been 
their mission. I quite agree that following the Korean outbreak, these 
vards built up quite rapidly. This was necessary to achieve the results 
demanded and expected. However, during the past 18 months we have 
been going through a painful readjustment. Employment has dropped 
from 138,000 to 116,000. Following the Korean outbreak employment 
in private yards also increased because of the policy of broadening 
the base and farming out of work of all kinds, ine luding overh: iuls 
and conversions, to private yards. 

It should be remembered that there are few private yards in the 
country which can handle repairs to larger combatant ships: carriers, 
battleships, and cruisers. A highly specialized inventory of equipment 
and skills is necessary, especially in ordinance and electronics. More- 
over, our naval shipyards usually are better equipped with disbursing, 
messing, and recreational fac ilities for the ships’ forces. I know that 
vou can understand how the personnel of our fighting ships look for- 
ward to coming into their home port or home yard, after many months 
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at sea. When the work is awarded to a private yard, the crew is in 
doubt where the ship will make port. There is often insufficient time 
for families and friends to make living arrangements close by. The 
Navy must necessarily give some consideration to this morale factor 
and to the wishes of fleet commanders. 

I have dwelt on this to emphasize that the Navy’s desire to assist 
the private shipyards, and that is a real desire, through assignment 
of repair work must be tempered by many conflicting considerations 
involved in the responsibility of building, maintaining, and operating 
the best-equipped and most efficiently manned fighting force the Con- 
gress and taxpayer can expect. I really think and believe that prior 
testimony has pretty well indicated that the salvation of private ship- 

yards lies in an adequate, operating merchant marine. 

Historically, our private shipyards have employed, in peacetime, 
almost twice the number of people working in the naval shipyards. 
During wartime, however, private yards have built up employment to 
4 or 5 times that of the naval shipyards. This has resulted from the 
fact that the private yards, in wartime, are principally engaged in 
shipbuilding, an activity subject to tremendous expansion, “whereas 
the naval shipyards are engaged in overhauling and repairing com- 
batant ships, a type of work which does not increase proportionately. 

As of today, the e mployment levels of private and naval shipyards 
are about the same. This is not a healthy situation and certainly re- 
quires correction, but the cure if attempted solely through Navy work 
might well prove as bad as the malady. The only real effective cure 
seems to be through provision of an adequate merchant marine which 
results in both building and repair work with added support by a 
Navy program along the lines of that presently in effect. 

In commenting upon the emergency proposal made by Mr. Roths- 
child before this committee, I would like to say that, from a Navy 
mobilization standpoint, the most urgent need of the industry would 
seem to be more ship-construction work. 

Nevertheless, on behalf of the Bureau of Ships, I can say that we 
favor any soundly conceived program which will increase the volume 
of ship work, whether it be construction or repair. Additional repair 
or conversion work will certainly provide the means for preserving 
some of the skilled trades of the industry. The need for a repair and 
modernization program for reserve fleet ships was.stated by the Under 
Secretary of Commerce in his recent report on maritime subsidy policy. 
I understand that during the past week the Maritime Administration, 
in consultation with representatives of the Department of Defense, 
has tentatively selected over 200 ships for inclusion in such an emer- 
gency program. These ships, for the most part, are presently con- 
verted or are scheduled for conversion to naval auxiliaries. 

In closing, I wish to say that, in my opinion, the proposed emergency 
program would benefit the distressed shipbuilding and ship-repair 
industry and, at the same time, would augment the strength-in-being 
of our reserve merchant marine. I wish to thank you, Mr. Chairman 
and members of the subcommittee, for your kindness and consideration. 

Senator Burier. Thank you ever so much, Admiral. We are cer- 
tainly glad to have had you here and have you express your views 
on the questions concerned. 

Admiral, I understand that the Navy is about to convert four Lib- 
erty ships into picket ships, and it has been said that the Navy yards 
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are going to do that work which could be done just as well in the 
private yards. 

Has the Department given that consideration ¢ 

Admiral Manseav. That is under consideration now. These four 
radar pickets are in the fiscal year budget program and thought is 
being given to the characteristics of those jobs and eventually we will 
have to make a determination. 

Senator Butter. They are part of the laid-up fleet? 

Admiral Mansgav. They will come out of the laid-up fleet. 

Senator Burier. You will take them out of the laid-up fleet and 
it would seem to me that they could just as well go into the private 
shipyards as well as the Navy yards. 

Admiral Mansrav. I cannot say yet where those ships will go. The 
Secretary will have to make some decisions, but generally speaking, 
the nature of this work is such that we could hardly have it done 
anywhere else but a Navy yard, both with respect to the technical and 
the time features. 

It is a very highly classified job which involves some pretty close 
timing. 

Senator Butter. Thank you. Do you have any questions, Mr. 
Webster ? 

Mr. Wersrer. Yes, Mr. Chairman. I think the question came up 
at the hearing last week about the willingness of the Gatmenanaae and 
I assume that meant both the Department of Commerce and the 
Department of Defense, if these ships are broken out for repair work, 
to recognize that the yards which are close to the reserve fleet would 
have a competitive advantage and that some allowance should be made 
for dispersing this work to yards more distant perhaps from the 
reserve fleet base. Would you care to comment on whether that would 
be a wise policy for such a program as we apparently have in mind 
here ¢ 

Admiral Mansgav. Let me answer it this way; in the administra- 
tion of our work, and that, of course, is a matter of making decisions, 
setting policies and establishing practices for the administration of our 
contracts with the private operators, we are beset on all sides with sug- 
gestions, pleas for work and so on,and we — d that about the only way 
that we can operate reasonably successful, is to set up a stand, adopt 
a stand that keeps us out in the middle. We try to keep out of left field 
and we operate so that we do exactly what we think we should do and 
the way it should be done, and that of course brings both sides down 
upon us. 

With it comes a matter of evaluating bids, and it is very difficult to 
evaluate them in any other way except in terms as to the total cost to 
the Government of doing the particular job in question. 

Part of that cost is the towing, and I am afraid that we might run 
afoul of the General Accounting Oflice if we did not take the cost of 
towing into account. 

Mr. Wesster. Unless in the passage of whatever bill or the promul- 
gation of whatever report came out of these hearings such considera- 
tion was taken into account for those yards that did lie at a distance 
farther from the reserve fleet than perhaps the one that was able to 
submit the bid that was only lowest because of transportation factors 
involved ? 
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Admiral Manseavu. That is right, legislation always helps us to 
simplify our policies and of course we are quick to follow the intent 
of Congress. 

Mr. Wensrer. On the offshore procurement, is any further consid- 
eration being given to placing work in this country for which funds 
have been : ppropr iated and which is now scheduled for offshore letting 
but has not as yet been let ? 

\dmiral Manseav. That is really out of my province. Decisions 

long those lines are made by = State De partment and the Defense 
Departme nt, the Secretary of Defense and the MSA. Those three 
determine the policy, and the anes of Ships executes whatever de- 
cC1sions they make. 

In the fiscal year 1954 offshore procurement program there are 2 
destroyer escorts that are to be built overseas, 1 net tender and a num- 
ber of small craft, 

The intent at one time was to build a ertain number of minesweepers 
in Europe but those are now to be built in the United States, 10 of 
them. 

Mr. Wessrer. Could you tell us, without revealing anything of a 
classified nature, where those destroyer escorts are to be built? 

Admiral Manseav. The contract was let in Italy for those two. 
They are to be of foreign design and for foreign use, of course. 

Mr. Wersrer. I gather from the last statement you made in your 
presentation that you certainly have no feeling that the proposal be- 
ing considered by this subcommittee has any aspect of make-work to 

it, do you? 

Admiral Mansrav. Well, I think I am really not competent to 
answer that question. I think that from where we stand in the Bu- 
reau of Ships we are interested in the well-being of the private yards 
and we really should refrain from expressions of opinion on this unless 
they have been coordinated by the Navy. 

Mr. Wersrer. Would you be in a position to comment on whether 
you believe personally or officially that there is a large amount of 
necessary work to key and essential vessels in the laid-up fleet that 

eventually would have to be done in crowded shipyards on mobiliza- 
tion day and which perhaps now, dollars-and-cents-wise, could be 
done more effectively in the empty shipyards that we have today ? 

Admiral Mansrav. I really could not make any comment on that. 
If one is desired by the committee I could get a consolidated state- 
ment from the Navy Department. That would involve the Chief 
of Naval Operations and the Secretary of Defense as well as the 
Maritime Administration. 

Mr. Wesster. I probably asked you one that is a little outside of 
your immediate office. 

Admiral Mansrav. Yes, sir, that is outside of the Bureau of Ships 
business. I am here partly as Navy too, but I am also here as a 
pinch-hitter for Admiral Leggett. 

Mr. Weester. Thank you. 

Admiral Mawnseav. But I was glad to testify to many of these 
things because we live with these things. 

Senator Butter. Thank you, and we will hold the record open for 
a reasonable time to permit Admiral Leggett to put in any statement 
he would like to make. 








MERCHANT MARINE STUDY 221 
We will now hear from Mr. George W. Morgan, president of the 
Association of American Ship Owners. 


STATEMENT OF GEORGE W. MORGAN, PRESIDENT, ASSOCIATION 
OF AMERICAN SHIP OWNERS 


Mr. Morcan. My name is George W. Morgan. I am an attorney 
at law and am president of the Association of American Ship Owners, 
which has offices at 90 Broad Street, New York, N. Y., and 1621 K 
Street NW., Washington, D.C. 

Our association is composed of a number of old and established 
companies operating in the regular liner services in the foreign and 
domestic trades. None of our members has received any subsidy from 
the Government under the Merchant Marine Act, 1936. 

At the outset, Mr. Chairman, I should lke to commend Mr. San- 
ford of the Shipbuilders Council for his clear and able statement 
showing the plight of the shipbuilding industry at the present 
time. His presentation was particularly effective I thought because 
it was expressed in so restrained and objective a manner. Neverthe- 
less, he described a most discouraging situation. 

I should like to offer for the record a tabulation of vessels ordered 
from foriegn shipyards by United States and affiliated interests dur- 
ing the postwar period. The list was compiled about a year ago by 
marine engineering so that it is probably not completely up to date. 

Senator Burier. It will be made a part of the record at this point 
in your remarks, 

(Tabulation referred to is as follows :) 
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9 Types of vessels ordered from foreign shipyards by United States and 
affiliated interests 





Type Number | Deadweight | Horsepower 
191 4, 427, 050 1, 955, 820 
20 498, S50 178, 350 
3 12, 000 | 10, 650 
I 35 322, 560 177, 800 
I l 5, 8, 560 
2. 500 2, 880 
10 5, 000 
261 5, 273, 034 2, 334, 060 
TABLE 3 Countries building vessels for American and affiliated interests 


Number Deadweight 


tons Horsepower 





( 44 268, 950 
60 1,3 564,170 
( 10 
Tota 114 1, 951, 720 833, 120 
(y ‘ 
( 7 31. 600 24, 550 
I k 50 1, 18 ) 43, 550 
Potal 57 1, 211, 810 568, 100 
Car , , 
( . et 2 7, 574 11, 440 
I ker 6 127, 300 43, 500 
al 8 134, 874 4, 940 
Japa 
( y t 4 188, 800 56, 500 
I ker 23 612, 800 272, 850 
297 801, 600 329, 350 
wed 
Car | 3 42, 000 16, 800 
wiker 6 144, 500 66, 800 
. 9 186, 500 83, 600 
Denmart inker oie 2 37, 490 16, 000 
Norw anker l 15, 750 6, 800 
Ita ker 2 31, 500 14, 200 
Belgiu inker 10 172, 470 77, 250 
H 4 lanker 20 409, 610 173, 900 
Fra lanker_. 11 319, 800 149, 300 
Total 261 5, 273, 034 2, 334, 060 


Mr. Morean. The tabulation is offered for the purpose of showing 
that, under circumstances considered appropriate, Americans do in- 
vest capital in new ships. That they have chosen to have 261 or more 
constructed abroad rather than in American yards seems to indicate 
that the provisions of law designed to make our maritime policy effec- 
tive have failed to accomplish that objective. 

The fortunes of the shipbuilding industry are necessarily tied to 
those of the shipowner because ships are simply the tools that are used 

in the conduct of the business of carrying goods in water-borne trade. 
And if the shipowner is unable to use these tools profitably, there 
can’t be much of a market for their construction and sale. The fact 
that American shipowners today cannot make economic use of new 
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American-built ships seems to be the heart of the problem facing the 
shipbuilding industry. 

While there could be little question but th: at the plight of the ship- 
yards could be temporarily alleviated by “make-work” devices, the 
relief obtained would not be lasting. Recent experience with the 
Mariner program indicates that as soon as a “make-work” program 
approaches its conclusion, a new one is suggested to take its place. 

A permanent solution to the shipbuilding problem seems to depend 
upon solution of the basic problem of ship operation under the Ameri- 
can flag. When operating prospects are favorable, as they appear 
to have been for the 261 ships built abroad, American shipowners 
and American capital do build them, and they do so without fear of 
competition. Furthermore, we know that there are today Americans 
who want to build ships here now. I think that with appropriate 
changes in the law, they can be induced to do so. 

First, a serious deterrent to the construction of ships for use pri- 
marily in the domestic trades is the fact that the new ship on its de- 
livery has a value in the world market of not much more than half its 
cost. This is so because the same vessel can be built abroad so much 
more cheaply. If the Congress will extend aid to the shipyards to 
enable them to sell ships for the domestic trades at prices that are 
realistic in the light of the world market, I believe orders for new 
construction will follow. 

In the 80th Congress the House passed a bill designated House 
Joint Resolution 412 that would have made construction subsidy aid 
available for ships to be used in domestic trade. Unfortunately, the 
Senate failed to act so that the proposal failed to become law. 

The recent report on maritime subsidy policy apparently gave no 
consideration to this proposal but if shipbuilding is to be encouraged, 
I think extension of construction aid to domestic ships as contained 
in House Joint Resolution 412 would produce results. 

With your permission I will offer for the record or, if you prefer, 
for the committee’s use, House Joint Resolution 412, with the report 
thereon. 

Senator Burier. It will be made a part of the record at this point. 
(H. J. Res. 412, with report, is as follows :) 


[H. J. Res. 412, 80th Cong., 2d sess.) 


JOINT RESOLUTION To amend the Merchant Marine Act, 1936, as amended, to strengthen 
the American merchant marine, to encourace investment in the American merchant 
marine to build more ships, and to remove inequities 


Resolved by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 501 (a) of the Merchant Marine 
Act, 1936, as amended, is hereby amended to read as follows: 

“Any citizen of the United States may make application to the Commission 
for a construction-differential subsidy to aid in the construction of a new vessel 
to be used in the domestic or foreign commerce of the United States. No such 
application shall be approved by the Commission unless it determines that (1) 
such vessel is required to promote the water-borne commerce of the United 
States; (2) the construction thereof will aid in carrying out the purposes and 
policy of this Act; and (3) the applicant possesses the ability, experience, 
financial resources, and other qualifications necessary to enable it to operate 
and maintain the vessel under normal competitive conditions, including replace- 
ment of worn-out or obsolete tonnage with new and modern ships. Any con- 
struction subsidy contract entered into pursuant to the provisions of this title 
shall not restrict the lawful or proper use or operation of the vessel.” 
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Sec. 2. Section 501 (c¢) is hereby amended by striking out “exclusively used 
on a service, route, or line in the foreign commerce of the United States, deter- 
mined to be essential under section 211 of this Act” and by inserting in lieu 
thereof “used in the domestic or foreign commerce of the United States.” 

Sec. 3. Section 504 is hereby amended by striking out the last sentence and 
by inserting in lieu thereof “Such vessel shall be documented under the laws 
of the United States as provided in section 503 of this title.” 

Sec. 4. Section 506 is hereby repealed. 

Seo. 5. Section 511 (b) is hereby amended by inserting “or acquisition” and 
“and terminal facilities” so as to make the initial clause read “For the purposes 
of promoting the construction or acquisition of vessels and terminai facilities”. 
The subsection is hereby further amended by inserting “or for other purposes 
authorized in this section” after the words “for the construction or acquisition 
of new vessels” 

Sec. 6. Section 511 (¢) is hereby amended by inserting the following sentence 
after the second sentence: “In the case of earnings from the operation of vessels 
documented under the laws of the United States or in the case of receipts with 
respect to amounts previously deposited and remaining in the fund, if the tax- 
payer deposits all or part thereof in a construction reserve fund established 
under subsection (b), the sums deposited shall not be recognized as income in the 
computation of Federal income and excess-profits taxes.” The subsection is 
hereby further amended by striking out “and” between the two exceptions for 
the general requirement for deposit within sixty days, and by inserting at the 
end of the sentence a third exception to read as follows: “, and (3) in the case 
of earnings from the operation of vessels documented under the laws of the 
United States, the deposit may be made not later than the prescribed date of 
filing for the taxpayer’s Federal income-tax return and if such deposit is made 
on or before such date it shall be considered to have been deposited on the last 
day of the period covered by the tax-return”’. 

Sec. 7. Section 511 (d) is hereby amended by inserting “or terminal facility” 
after the words “new vessel” in both instances where the words appear in the 
subsection. The subsection is hereby further amended by inserting “, earnings, 
or receipts” and “for tax purposes” so that the final clause reads “which repre- 
sents gain, earnings, or receipts not recognized for tax purposes under 
subsection (¢c)” 

Sec. 8. Section 511 (e) is hereby amended by inserting “, earnings, or receipts” 
both after the words “if any deposit consists in part of gain” and after the words 
“in the proportion that the part of the deposit consisting of gain”. 

Sec. 9. Section 511 (g¢) is hereby amended by inserting the following after “in 
accordance with rules and regulations to be specified jointly by the Commission 
and the Secretary of the Treasury,” : “within three years from the date of such 
deposit or in the case of the construction or acquisition of a new vessel within 
such time as hereinafter provided in this subsection, for any of the foliowing 
purposes : 

“(1) reimbursement to the depositor for losses incurred in any taxable year 
subsequent to December 31, 1947, in operation of vessels documented under the 
laws of the United States: 

‘(2) liquidation of purchase money indebtedness on vessels; 

“(3) capital expenditures in the reconditioning or reconstruction of vessels, 
provided such expenditures receive the prior approval of the Commission ; 

“(4) acquisition of terminal facilities directly connected with shipping opera- 
tions: Provided, however, That such acquisitions shall require the prior approval 
of the Commission on the basis of consistency with the policy set forth in title 
I of this Act, or (5)”. 

The subsection is hereby further amended by striking out “two years” wherever 
it appears and inserting in lieu thereof “three years”. Finally, the subsection is 
further amended hereby to correct the numbering occasioned by these amend- 
ments: Strike out “(1)” and “(2)” and insert in lieu thereof “(A)” and “(B)”, 
respectively; strike out “(A)” and “(B)” and insert “(i)” and “(ii)”, re- 
spectively. 

Sec. 10. Section 511 (h) is hereby amended by adding the following proviso 
at the end of the subsection: “Provided, however, That a general extension shall 
be granted for three years for all funds on deposit under this section on Septem- 
ber 30, 1948.” 

Sec. 11. Section 511 (i) is hereby amended by inserting “, earning, or receipt” 
after the word “gain” in each instance where it appears in the subsection. 

Sec. 12. Title V of the Merchant Marine Act, 1936, as amended, is hereby 
amended by inserting after section 511 a new section reading as follows: 








; 
: 
: 
: 
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“Seco. 512. Any citizen of the United States who owns in whole or in part any 
vessel of not less than two thousand gross tons documented under the laws of 
the United States and operated without the aid of an operating-differential sub- 
sidy under title VI may amortize the cost of such vessel, including the cost of 
capital improvements thereon, in such manner as he deems appropriate, and for 
the purposes of Federal income and excess-profits taxes shall be entitled in each 
tuxable year beginning after December 31, 1947, to a deduction of the portion 
of the cost so amortized in such taxable year: Provided, however, That not more 
than one-fifth of such cost may be amortized in any one taxable year. The 
amount to be amortized in any taxable year shall be irrevocably determined by 
the taxpayer not later than the close of the day prescribed for the making of the 
return for such taxable vear. Such deduction shall be in lieu of the deduction for 
wear, tear, and obsolescence in the case of any vessel in respect of which an 
amortization deduction is allowable under this section. The cost or portion 
thereof that may be amortized under this section shall be the adjusted basis (for 
determining gain) of the vessel under the Federal income-tax laws. If any 
mortgage indebtedness to the United States is unpaid and outstanding with 
respect to any such vessel, the taxpayer, pursuant to rules and regulations to be 
prescribed by the Commission, shall accelerate payments on the mortgage 
indebtedness covering such vessel to the extent of the amount of amortization 
deduction taken on the vessel in each taxable year.” 


LH. Rept. 2054, 80th Cong., 2d sess.] 


AMENDING THE MERCHANT MARINE AcT, 1936, AS AMENDED, To STRENGTHEN THE 
AMERICAN MERCHANT MARINE, To ENCOURAGE INVESTMENT IN THE AMERICAN 
MERCHANT MARINE To BuiLp More SHIPS, AND TO REMOVE INEQUITIES 


The Committee on Merchant Marine and Fisheries, to whom was referred the 
joint resolution (H. J. Res. 412) to amend the Merchant Marine Act, 1936, as 
amended, to strengthen the American merchant marine, to encourage investment 
in the American merchant marine to build more ships, and to remove inequities, 
having considered the same, report favorably thereon without amendment and 
recommend that the joint resolution do pass. 


PURPOSES OF THE BILL 


In passing the Merchant Marine Act of 1986, the Congress stated that it was 
to further the developent and maintenance of an adequate and well balanced 
American merchant marine, to promote the commerce of the United States, and 
to aid in the national defense. That was 12 vears ago. Since that time much 
water has gone over the dam. The experiences of peacetime operation were 
swiftly carried into those of war, and for the second time taught us how in- 
adequately we were prepared to protect our national security. We hurriedly 
spent some $21 billion. Now we are in the postwar period. 

These war experiences have caused your committee to continually give thought 
and study to these matters, especially for the year past. Hearings have been 
held on the subject covering these problems and what steps might be taken to 
protect the national security. While the matters contained in the bill are of a 
particular nature, the committee has thoroughly surveyed the requirements to 
make our merchant marine one that will not only protect our national security 
but protect our leadership in maintaining the peace of the world. The matters 
set forth in House Joint Resolution 412 represent the studied effort by the com- 
mittee of the necessary amendments to accomplish this result. They cover the 
operations of our American flag ships and place them all upon a more equal 
basis for competing with the foreign merchant fleets. 

The need for further legislation to protect the national security was well put 
by Secretary Sullivan of the Navy speaking for the Secretary of Defense, in his 
appearance not only before your committee but before the committees of the 
Senate and the House dealing with national security. 

Admiral Louis Denfeld, United States Navy, Chief of Naval Operations, says 
that the American merchant marine must maintain the great effectiveness that 
it exercised during the war. Without such a merchant marine our national 
security is in danger, and the strongest United States Navy conceivable would 
be crippled without the backing of an adequate merchant marine and that the 
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American people should realize that our merchant fleet and our national existence 
are inseparable. The admiral has further stated that in the last two wars our 
country had to salvage its maritime strength by a combination of ‘“Eleventh- 
hour fast thinking, gigantic labor, and a lot of good luck.” He said: 

“If we have another war, in the next year or the next 50, we are not going to 
be given 2 years’ notice, aS we were in the last two wars. I believe that 1 
minute we will be as much at peace as we are tonight * * * and the next minute 
we'll be in war up to our knees—or maybe our necks.” 

The need for an adequate merchant marine to maintain the national security 
suggested by the President and by the Congress is supplied by this legislation. 
The Office of the Secretary of National Defense and the Maritime Commission, 
have offered testimony favoring the purposes of this legislation in order to 
make and maintain an adequately balanced American merchant marine for our 
national security. No special appropriation is required except as deemed ad- 
visable by the Committee on Appropriations and your committee unanimously 
urge the enactment of the legislation. 


CHANGES IN EXISTING LAWS 


In compliance with paragraph 2a of rule XIII of the Rules of the House of 
Representatives, changes in existing law made by the bill, as introduced, are 
shown as follows (existing law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italics, existing law in which no change is 
proposed is shown in roman) ; 


MERCHANT MARINE Act, 1936, AS AMENDED 


* * * + * * * 
TITLE V CONSTRUCTION-DIFFERENTIAL SUBSIDY 


Seo. 501. (a) Any citizen of the United States may make application to the 
Commission for a construction-differential subsidy to aid in the construction of 
a new vessel[,] to be used [on a service, route, or line] in the domestic or 
foreign commerce of the United States [, determined to be essential under section 
211 of this Act]. No such application shall be approved by the Commission 
unless it determines that (1) [the service, route, or line requires a new] such 
vessel [of modern and economical design to meet foreign-flag competition and] 
is required to promote the [foreign] waterborne commerce of the United States; 
(2) the [plans and specifications call for a new vessel which will meet the needs 
of the service, route, or line, and the requirements of commerce ;] construction 
thereof will aid in carrying out the purposes and policy of this Act; and (3) the 
applicant possesses the ability, experience, financial resources, and other quali- 
fications necessary to enable it to operate and maintain the [proposed new] 
vessel [in such service, or on such route or line, and to maintain and continue 
adequate service on said route or line, including replacement of worn out or 
obsolete tonnage with new and modern ships; and (4) the granting of the aid 
applied for is reasonably calculated to carry out effectively the purposes and 
policy of this Act.J wnder normal competitive conditions, including replacement 
of wornout or obsolete tonnage with new and modern ships. Any construction 
subsidy contract entered into pursuant to the provisions of this title shall not 
restrict the lawful or proper use or operation of the vessel. 

* + * * om . 7 

(ec) Any citizen of the United States may make application to the Commission 
for a construction-differential subsidy to aid in reconstructing or reconditioning 
any vessel that is to be [exclusively used on a service, route, or line in the foreign 
commerce of the United States, determined to be essential under section 211 of 
this Act.] used in the domestic or foreign commerce of the United States. If the 
Commission, in the exercise of its discretion, shall determine that the granting of 
the financial aid applied for is reasonably calculated to carry out effectively the 
purposes and policy of this Act, the Commission may approve such application 
and enter into a contract or contracts with the applicant therefor providing for 
the payment by the United States of a construction-differential subsidy that is to 
be ascertained, determined, controlled, granted, and paid, subject to all the appli- 
cable conditions and limitations of this title and under such further conditions 
and limitations as may be prescribed in the rules and regulations the Commission 
has adopted as provided in section 204 (b) of this Act; but the financial aid 
authorized by this subsection shall be extended to reconstruction or recondition- 
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ing only in exceptional cases and after a thorough study and a formal determi- 
nation by the Commission that the proposed reconstruction or reconditioning is 
consistent with the purposes and policy of this Act. 

* * © 7 * . 7 

Sec. 504. Where an eligible applicant under the terms of this title desires to 
finance the construction of a proposed vessel according to approved plans and 
specifications rather than purchase the same vessel from the Commission as 
hereinabove authorized, the Commission may permit the applicant to obtain and 
submit to it competitive bids from domestic shipyards for such work. If the 
Commission considers the bid of the shipyard in which the applican* desires to 
have the vessel built fair and reasonable, it may approve such bid and become a 
party to the contract or contracts or other arrangements for the construction of 
such proposed vessel and may agree to pay a construction-differential subsidy in 
an amount determined by the Commission in accordance with section 502 of this 
title, and for the cost of national-defense features. The construction-differential 
subsidy and payments for national-defense features shall be based on the lowest 
responsible domestic bid. No construction-differential subsidy, as provided in 
this section, shall be paid unless the said contract or contracts or other arrange- 
ments contain such provisions as are provided in this title to protect the interests 
of the United States as the Commission deems necessary. [Such vessel shall be 
documented under the laws of the United States as provided in section 503 of 
this title and operated as approved by the Commission under the requirements 
applicable to vessels constructed under this Act.J Such vessel shall be docu- 
mented under the laws of the United States as provided in section 503 of this title. 

+ o om * * * + 

[Sec. 506. Every owner of a vessel for which a construction-differential subsidy 
has been paid shall agree that the vessel shall be operated exclusively in foreign 
trade, or on a round-the-world voyage, or on a round voyage from the west coast 
of the United States to a European port or ports which includes intercoastal ports 
of the United States, or a round voyage from the Atlantic coast of the United 
States to the Orient which includes intercoastal ports of the United States, or on 
a voyage in foreign trade on which the vessel may stop at an island possession or 
island territory of the United States, and that if the vessel is operated in the 
domestic trade on any of the above-enumerated services, he will pay annually to 
the Commission that proportion of one-twentieth of the construction-differential 
subsidy paid for such vessel as the gross revenue derived from the domestic 
trade bears to the gross revenue derived from the entire voyages completed during 
the preceding year. The Commission may consent in writing to the temporary 
transfer of such vessel to service other than the service covered by such agreement 
for periods not exceeding six months in any year, whenever the Commission may 
determine that such transfer is necessary or appropriate to carry out the purposes 
of this Act. Such consent shall be conditioned upon the agreement by the owner 
to pay to the Commission, upon such terms and conditions as it may prescribe, 
an amount which bears the same proportion to the construction-differential sub- 
sidy paid by the Commission as such temporary period bears to the entire eco- 
nomic life of the vessel. No operating-differential subsidy shall be paid for the 
operation of such vessel for such temporary period.] 

+ +. + * * - * 

Sec. 511. * * * 

(b) For the purposes of promoting the construction or acquisition of vessels 
and terminal facilities necessary to carrying out the policy set forth in title I of 
this Act, any citizen of the United States who is operating a vessel or vessels in 
the foreign or domestic commerce of the United States or in the fisheries or owns 
in whole or in part a vessel or vessels being so operated, or who, at the time of 
purchase or requisition of the vessel by the Government, was operating a vessel 
or vessels so engaged or owned in whole or in part a vessel or vessels being so 
operated or had acquired or was having constructed a vessel or vessels for the 
purpose of operation in such commerce or in the fisheries, may establish a con- 
struction reserve fund, for the construction or acquisition of new vessels or for 
other purposes authorized in this section, to be composed of deposits of proceeds 
from sales of vessels, indemnities on account of losses of vessels, earnings from 
the operation of vessels, and receipts, in the form of interest or otherwise, with 
respect to amounts previously deposited. Such construction reserve fund shall 
be established, maintained, expended, and used in accordance with the provisions 
of this section and rules or regulations to be prescribed jointly by the Commission 
and the Secretary of the Treasury. 
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(c) In the case of the sale or actual or constructive total loss of a vessel, if the 
taxpayer deposits an amount equal to the net proceeds of the sale or to the net 
indemnity with respect to the loss in a construction reserve fund established un- 
der subsection (b), then 

(1) if the taxpayer so elects in his income-tax return for the taxable year 
in Which the gain was realized, or 
(2) in case a vessel is purchased or requisitioned by the United States, or 
is lost, in any taxable year beginning after December 31, 1939, and prior to 
January 1, 1944, and the taxpayer receives payment for the vessel so pur- 
chased or requisitioned, or receives from the United States indemnity on ac- 
count of such loss, subsequent to the end of such taxable year, if the taxpayer 
so elects prior to March 31, 1945, or prior to the expiration of 60 days after 
the receipt of the payment or indemnity, whichever is later, and in accord- 
ance with a form of election to be prescribed by the Commissioner of Internal 
Revenue with the approval of the Secretary of the Treasury. 
no gain shall be recognized to the taxpayer in respect of such sale or indemnifica- 
tion in the computation of net income for the purposes of Federal income or 
excess-protits taxes. If an election is made under subdivision (2) and if compu- 
tation or recomputation in accordance with this subsection is otherwise allowable 
but is prevented, on the date of making such election or within six months there- 
after, by any statute of limitation, such computation or recomputation neverthe- 
less shall be made notwithstanding such statute if a claim therefor is filed within 
six months after the date of making such election. Jn the case of earnings from 
the operation of vessels documented under the laws of the United States or in 
the case of receipts with respect to amounts previously deposited and remaining 
in the fund, if the taxpayer deposits all or part thereof in a construction reserve 
fund established under subsection (b), the sums deposited shall not be recognized 
as income in the computation of Federal income and ecacess-profits tares. For 
the purposes of this subsection no amount shall be considered as deposited in a 
construction reserve fund unless it is deposited within 60 days after it is re- 
ceived by the taxpayer except that (1) in the case of amounts received before 
December 10, 1940, the deposit may be made not later than February 7, 1941, 
[and] (2) in the case of amounts received at any time between May 27, 1941, 
and the date of enactment of this amendatory clause, the deposit of which by 
the taxpayer is authorized by the amendments to subsection (b), the taxpayer 
may make such deposit at any time within one hundred and twenty days from 
such date of enactment, and the Commission may approve any such deposit 
previously made if, in other respects, it complies with the provisions of this sec- 
tion, as amended [.]. and (3) in the case of earnings from the operation of 
vessels documented under the laws of the United States, the deposit may be made 
not later than the prescribed date of filing for the tarpayer’s Federal income-tar 
return and if such deposit is made on or before such date it shall be considered 
to have been deposited on the last day of the period covered by the tawv return. As 
used in this subsection the term “net proceeds” and the term “net indemnity” 
mean the sum of (1) the adjusted basis of the vessel and (2) the amount of gain 
which would be recognized to the taxpayer without regard to this subsection. 

(d) The basis for determining gain or loss and for depreciation, for the pur- 
pose of Federal income or excess-profits taxes, of any new vessel or terminal 
facility constructed or acquired by the taxpayer in whole or in part out of the 
construction reserve fund shall be reduced by that portion of the deposits in 
the fund expended in the construction or acquisition of the new vessel or terminal 
facility which represents gain, earnings, or receipts not recognized for tag pur- 
poses under subsection (c). 

(e) For the purposes of this section, (1) if the net proceeds of a sale or the 
net indemnity in respect of a loss are deposited in more than one deposit, the 
amount consisting of the gain shall be considered as first deposited: (2) amounts 
expended, obligated, or otherwise withdrawn shall be applied against the amounts 
deposited in the fund in the order of deposit; and (3) if any deposit consists 
in part of gain, earnings, or receipts not recognized under subsection (c), any 
expenditure, obligation, or withdrawal applied against such deposit shall be 
considered to consist of gain in the proportion that the part of the deposit con- 
sisting of gain, earnings, or receipts bears to the total amount of the deposit. 

1 * * + * *” * 

(g) The provisions of subsections (c) and (f) shall apply to any deposit in the 
construction reserve fund only to the extent that such deposit is expended or 
obligated for expenditure, in accordance with rules and regulations to be pre- 
scribed jointly by the Commission and the Secretary of the Treasury, within 
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three years from the date of such deposit or in the case of the construction or 
acquisition of a new vessel within such time as hereinafter provided in this 
subsection, for any of the following purposes: 

(1) reimbursement to the depositor for losses incurred in any taxable year 
subsequent te December 31, 1947, in operation of vessels documented under the 
laws of the United States; 

(2) liquidation of purchase-money indebtedness on vessels; 

(3) capital expenditures in the reconditioning or reconstruction of vessels, 
provided such expenditures receive the prior approval of the Commission; 

(4) acquisition of terminal facilities directly connected with shipping opera- 
tions: Provided, however, That such acquisitions shall require the prior approval 
of the Commission on the basis of consistency with the policy set forth in title I 
of this Act, or 

(5) under a contract for the construction or acquisition of a new vessel or 
vessels (or in the discretion of the Commission, for a part interest therein) 
entered into within [two] three years from the date of such deposit only if under 
such rules and regulations— 

£(1)] (A) within such period of [two] three years not less than 1214 per 
centum of the construction or contract price of the vessel or vessels is paid 
or irrevocably committed on account thereof and the plans and specifications 
therefor are approved by the Commission to the extent by it deemed neces- 
sary; and 

[(2)] (B) in case of a vessel or vessels not constructed under the provi- 
sions of this title or not purchased from the Commission, [(A)] (i) said 
construction is completed, within six months from the date of the construc- 
tion contract, to the extent of not less than 5 per centum thereof (or in case 
the contract covers more than one vessel, the constructton of the first vessel 
so contracted for is so completed to the extent of not less than 5 per centum) 
as estimated by the Commission and certified by it to the Secretary of the 
Treasury, and [(B)] (ii) all construction under such contract is completed 
with reasonable dispatch thereafter. 

(h) The Commission is authorized under rules and regulations to be prescribed 
jointly by the Secretary of the Treasury and the Commission to grant extensions 
of the period within which the deposits shall be expended or obligated or within 
which construction shall have progressed to the extent of 5 per centum of com- 
pletion as provided herein, but such extension shall not be for an aggregate 
additional period in excess of two years with respect to the expenditure or 
obligation of such deposits or more than one year with respect to the progress 
of such construction : Provided, however, That until the termination of the present 
war or until such earlier time as the Congress by concurrent resolution or the 
President may designate, in addition to the extensions hereinbefore permitted, 
further extensions may be granted ending not later than six months after such 
termination of the present war or such earlier date as may be so designated[.]: 
Provided, however, That a general extension shall be granted for three years for 
all funds on deposit under this section on September 30, 1948. 

(i) Any such deposited gain, earning, or receipt or portion thereof which is 
not so expended or obligated within the period provided, or which is otherwise 
withdrawn before the expiration of such period, or with respect to which the con- 
struction has not progressed to the extent of 5 per centum of completion within 
the period provided, or with respect to which the Commission finds and certifies 
to the Secretary of the Treasury that, for causes within the control of the tax- 
payer, the entire construction is not completed with reasonable dispatch, if other- 
wise taxable income under the law applicable to the taxable year in which sucb 
gain, earning, or receipt was realized, shall be included in the gross income for 
such taxable year, except for the purpose of the declared value excess-profits tax 
and the capital stock tax. If any such deposited gain, earning, or receipt or por- 
tion thereof is so included in gross income for such taxable year, there shall (ip 
addition to any other deficiency) be assessed, collected, and paid in the same man- 
ner as if it were a deficiency, an amount equal to 1.1 per centum of the amount of 
gain, earning, or receipt so included, such amount being in lieu of any adjust- 
ment with respect to the declared value excess-profits tax for such taxable year. 

* ~ * * * * * 


Sec. 512. Any citizen of the United States who owns in whole or in part any 
vessel of not less than two thousand gross tons documented under the laws of the 
United States and operated without the aid of an operating-differential subsidy 
under title VI may amortize the cost of such vessel, including the ccst of capital 
improvements thereon, in such manner as he deems appropriate, and for the pur- 
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poses of Federal income and excess-profits tares shall be entitled in each taxable 
year beginning after December 31, 1947, to a deduction of the portion of the cost 
so amortized in such taxable year: Provided, however, That not more than one- 
fifth of such cost may be amortized in any one taxable year. The amount to be 
amortized in any tarable year shall be irrevocably determined by the tarpayer 


not later than the close of the day prescribed for the making of the return for such 
taralle year. Such deduction shall be in lieu of the deduction for wear, tear, and 
cbsolescence in the case of any vessel in respect of which an amortization deduc- 
tion is allowable under this section. The cost or portion thereof that may be 


amortized under this section shall be the adjusted basis (for determining gain) 
of the vessel under the Federal income-tar laws. If any mortgage indebtedness to 
the United States is unpaid and outstanding with respect to any such vessel, the 
tarpayer, pursuant to rules and regulations to be prescribed by the Commission, 
shall accelerate payments on the mortgage indebtedness covering such vessel 
to the extent of the amount of amortization deduction taken on the vessel in each 
tuzvable year. 
x x * %* * * 


Senator Burier. Pursuant to House Joint Resolution 412, that 
would grant subsidy construction aid for ships to be used in the 
American trade. 

Mr. Morcan. That is right. 

Senator Burier. Would they be useful, in your opinion, for na- 
tional defense? 

Mr. Morean. It has been the experience of the ships in the do- 
mestic trade, sincé they are always in the home ports, that they are 
the most readily available and therefore immediately the most 
valuable. 

Sen: itor Butter. But aren’t they most generally of a smaller size 
than the type that would be used for the defense effort ? 

Mr. Moraan. Oh, no; the ships in the intercoastal trade are en- 
tirely comparable with those in the foreign trade. 

Senator Burier. And also the basic and essential element of for- 
eign competition is not present in such a case and the purpose of the 
act was to compensate for foreign competition. 

Mr. Morcan. We are talking now about the construction rather 
than the operation. 

Senator Burier. But isn’t the purpose of the act to compensate 
for ships to be used in the world trade as distinct for ships to be used 
in the domestic trade? There is a basic difference in the act, isn’t 
there ¢ 

Mr. Morean. I am directing myself more to the fact that there is 
a definite reluctance to build ships that have a value when they are 
delivered of only one-half of what the ship costs. 

Senator Butter. Do you have any instances of ships being built for 
the domestic trade in foreign yards ? 

Mr. Morcan. No, you do not, because they are not permitted in 
domestic trade. 

Senator Burter. An American cannot build a ship abroad to use 
in the domestic trades ? 

Mr. Morean. No, sir. 

Mr. Wensrer. May I ask a question, Mr. Chairman? 

Senator Butter. Yes, sir. 

Mr. Wesster. In that same connection, Mr. Morgan, isn’t it true 
that it would be departing somewhat from the parity concept, accord- 
ing to the proposal? 

Mr. Morean. I do not believe that the parity concept enters into 
the question of domestic trade. 
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Mr. Wesster. Let me explain what I meant. I think it enters into 
it because we do not have the foreign competition since the domestic 
trade is restricted and since no vessel built abroad could compete in 
the domestic trade. Therefore in keeping with the spirit of the 
1936 act you would not have the competition and therefore there 
would be no need to give parity. But the point that you make very 
effectively is that a person who built such a ship, some day might 
want to sell it on the world market and the Maritime Administra- 
tor might want to acquiesce in his desire to sell it on the world market. 
Now we make him, when he builds the ship, pay what on the world 
market would be an exorbitant price. 

Mr. Morean. If his business doesn’t work out and he has to liqui- 
date, and assume that happens within a very short time, he can only 
get a fraction of what he paid for this expensive piece of equipment. 
And I think that under those circumstances he is extremely reluctant 
to invest his money in new ships. I think he would be much better 
off or would much rather buy something old that perhaps will do. 

Senator Burier. Let us go off the record at this point. 

(Discussion off the record.) 

Senator Burier. Back on the record. 

Proceed, Mr. Morgan. 

Mr. Morean. Second, present depreciation policies in their applica- 
tion to shipping are a further deterrent to ship construction for the 
account of unsubsidized American-flag owners. It has too often been 
the experience of unsubsidized shipowners that they are unable to 
recover through their preciation accounts capital invested in their 
ships. During periods of layup and loss depreciation must neverthe- 
less be charged. During prosperous periods, rigid requirements have 
limited the charges that may be made for depreciation and earnings in 
excess of those limits have been subjected to heavy taxes. The net loss 
carryback and carryover has a tendency to eliminate this uneconomic 
situation in industries that are more stable than shipping. But it 
does seem to offer the flexibility that is necessary to attract capital for 
investment in new-ship construction. 

What seems to be needed is a ship-de oe iation policy under which 
a reasonable portion of earnings may in profitable years be charged 
to depreciation so that during a eam s useful economic life invested 
capital may be recovered. This problem was sought to be solved in 
House Joint Resolution 412. 

Later it had intensive consideration by Senator Magnuson and his 
subcommittee during their study of maritime problems. Certain 
amendments were worked out in a series of conferences with the 
Treasury Department which, during the last administration, was un- 
willing, however, to accept the basic policy of applying to shipping 
depreciation practices that would be flexible enough to be realistic. 

Some consideration to the ship-depreciation problem was given by 
those who worked on the recent Report on Maritime Subsidy Policy. 
They seem to have realized that present depreciation policies do dis- 
courage investment in ship construction, but the recommendations 
they proposed would apply only to ships built in the future. They 
seemed to overlook the fact that the greatest source of capital for 
investment in ship construction is now invested in existing ships. To 
the extent that it is not recovered through depreciation, it is un- 
available for reinvestment. 








236 MERCHANT MARINE STUDY 





The pending bill that seeks a general revision of the revenue laws 
does not seem to afford the degree of flexibility necessary to promote 
recovery of capital invested in ships, but even so its provisions appear 
better adapted to that purpose than those contained in the Report 
on Maritime Subsidy Policy. 

In my judgment, the impediments to ne »w-ship construction that are 
inherent in rigid and unrealistic depreciation policies can be elimi- 
nated by enactment of the Magnuson committee proposals that were 
contained in 8S. 241 of the 82d Congress. Need for those proposals are 
reviewed on pages 14 and 15 of a document I will offer at the end 
of this statement. 

Legislative language to make them effective is set forth therein at 
section 12 of the draft of a bill which begins at page 28. 

A third deterrent to investment of capital in new ship construction 
lies in the legal restrictions against selling vessels freely in the world 
market. Foreign operating costs are substantially less than those 
that prevail here. As a consequence, the same ship can earn sub- 
stantially more under a foreign flag than under the American flag. 
Since value depends upon earning power, the ship has greater value 
for foreign than for domestic operation. 

One way to release capital so that it can be reinvested in newly built 
ships is to permit existing ships to be sold freely in the best market. 
And if the ship sought to be sold should through considerations of 
public policy be retained under the American flag, then the Govern- 
ment should buy it. 

This is a matter upon which I had the privilege of making a state- 

ment before this committee on March 24, this year. For amore com- 
plete discussion of the principles involved, I respectfully refer you to 
my testimony at that time. The recent Report on Maritime Subsidy 
Policy gave little if any attention to this very important matter. 
1, still another serious deterrent to ship construction in Amer- 
ican yi ade is the nonconvertibility of foreign currencies. Payment 
for ship ping services are very often sought to be made in foreign 
currencies and furthermore American capital invested abroad usually 
earns its return in foreign funds. 

When a shipper insists upon paying for shipping services in cur- 
rency that is not convertible into dollars, the chances are that the 
business will go toa foreign ship. And where American industry has 
accumulated abroad nonconvertible foreign funds, one way to obtain 
the effects of conversion is to purchase goods, such as newly con- 
structed ships. Oil companies have from time to time used foreign 
balances to build ships in foreign yards. 

If we cannot arrange for free convertibility of foreign funds to 
dollars, it would seem that the Government should at least undertake 
to convert those paid for shipping services and those earmarked for 
investment in new American-built ships. 

The recent Report on Maritime Subsidy Policy also failed to offer 
any solution for this important deterrent to new ship construction. 

Fifth, another deterrent to shipbuilding for the account of unsub- 
sidized owners lies in fact that ship operating subsidy payments are 
measured by the difference between American costs and the competi- 
tive foreign costs of such items as crew w ages, repairs, and insurance. 
Wages presently comprise from 80 to 85 percent of full subsidy 
payments. 
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It follows that whenever American crew wages are increased, with- 
out a corresponding increase in foreign wage costs, the increase is 
borne by the Government rather than by the subsidized shipowner. 

The subsidy pays the full difference between foreign and domestic 
wage costs. In other words, it makes no practical difference how high 
subsidized wage costs go, because the Government pays the increase. 
In this situation it is only human nature for subsidized companies to 
make generous concessions. Presumably they don’t intend to but they 
do not have the usual incentive that exists to resist unreasonable de- 
mands. The situation has a direct effect on unsubsidized owners who 
must pay whatever the subsidized companies pay. 

Proposals were made to the Under Secretary of Commerce for 
Transportation designed to restore this incentive at least in part. 
They did not involve any limitation on wages or on collective bar- 
gaining. ‘They would simply place a fair and reasonable ceiling on 
the portion of total wages that the Government would pay. Sub- 
sidized owners would remain free to pay anything upon which they 
might wish toagree. But to the extent that their concessions exceeded 
the fair and reasonable ceiling, these concessions would be paid from 
their own pockets and not from public funds. 

The Under Secretary had appointed an ocean shipping panel of the 
Transportation Advisory Council to advise him in connection with 
his study of maritime subsidy policy. The three members of that 
panel who represented unsubsidized dry-cargo shipping all recom- 
mended to him a reasonable limitation on the portion of wages that 
the Government would subsidize. But when, on May 3 of this year, 
the report was released, it was completely silent on this important 
matter. 

On the other hand, a day or so after the Under Secretary’s report 
was released, the Comptroller General issued his audit report on the 
Federal Maritime a ne the Maritime Administration for the 
fiscal years ended June 30, 1952, and 1953. One of his four recom- 
mendations was: 

We recommend, in view of the upward trend of operating-differential sub- 
sidies, that consideration be given to imposing a ceiling beyond which Federal 
aid would be extended only upon a showing of financial need by the subsidized 
operator. 

It would seem the recommendation of the Comptroller General is 
sound and that it should be adopted. A proposal designed to ac- 
complish this necessary objective is described on page 8 of the docu- 
ment I will offer. Amendments to the 1936 act that would give 
effect to the recommendations are contained in sections 4, 6, and 15 (b) 
of the proposed bill beginning at page 28 thereof. 

Sixth; and by way of background for this sixth point, I should like 
to point out that in 1952, 507 American-flag cargo ships in foreign 
trade (264 subsidized and 243 unsubsidized) mans iged to carry 33 per- 
cent of our exports and imports. On this basis, it would appear that 
about 768 ships would have been necessary to carry 50 percent of our 
dry-cargo foreign trade. That seems to indicate that attainment of 
our 50 percent goal would, on the basis of 1952, indicate a potential 
market for 261 dr y-cargo ships. 

In 1953, dry-cargo for eign trade appears to have declined about 11 
percent from 1952 levels. But even so, the carriage by American 
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ships of 50 percent of the reduced volume would seem to require 177 
more vessels in 1953 than were operating in foreign trade in 1952. 

In 1952, 96 American-flag tankers handled 38 percent of our liquid 
cargoes in foreign trade. It would have required about 126 to carry 
about 50 percent which seems to indicate a possible market for 30 
tankers. In 1953, there was a slight increase in liquid cargoes in 
foreign trade as compared with 1952 

Before this potential market can become a reality, enough American 
ships will have to become competitive. The subsidized portion of the 
merchant marine—264 ships in 1952 and 266 as of May 1 this year— 
is obviously insuflicient. But the potentiality offers hope and there 
seems to be no need for a defeatist attitude. 

With your permission, [ will submit the document to which I have 
referred. It contains a plan under which I think the merchant marine 
can be strengthened and shipbuilding can be stimulated. 

I will review it briefly, if you like, or permit the document to speak 
for itself. Ido not offer it for the record. It is pretty long. If the 
section-by-section analysis of the bill and the comparative print of the 
bill would be he ‘Ipful, I could do that. 

Senator Borier. I think for the purposes of the record it should 
be noted that the document handed to the chairman is entitled “How 
to Strengthen the Merchant Marine” with proposals regarding the 
amended 1936 act, with supporting data submitted by the Association 
of American Ship Owners, 90 Broad Street, New York 4, N. Y., and 
1621 K Street NW., Washington, D. C., will be made a part of the 
record by reference. 

Mr. Morcan. The document contains the following points: 


OPERATIONS 


(a) A limited w: age subs idy for the account of licensed and unli- 
censed personnel to be generally available for the operation of Ameri- 
can ships in United States foreign commerce, without recapture and 
without regard to so-called essential routes. Such subsidy to be meas- 
ured by the difference between foreign wage costs and the lower of (1) 
actual American wage costs or (2) constructive American wage costs 
based on the full-time monthly earnings in basic American industries 
of employees in occupations determined to be most comparable with 
those on shipboard. 

(6) No subsidy to be paid on any voyage in which a vessel engages 
in domestic trade, subject to certain “gr: andfather” rights and where a 
pro rata part of the subsidy is returned. 

(c) Companies subsidized under existing law to have an election 
to continue under existing contracts or terminate the same and make 
new wage-differential agreements. Existing contracts when expired 
not to be renewed. 


CONSTRUCTION 


(d) Shipowner to contract directly with shipyard when having 
vessel built with construction-subsidy aid. Shipowner to arrange own 
financing in private capital markets. 
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(e) Existing discriminatory tax treatment to be gradually elimi- 
nated by the repeal of section 607. Section 511 to remain available to 
subsidized and unsubsidized companies alike. Policy questions in- 
volved in liberalization of section 511 to be determined at a later time 
by the appropriate legislative committees after hearings. Accelerated 
amortization, under which all American-flag vessels, whether receiving 
operating subsidies or not, to be aepreciable for tax purposes in an 
annual amount up to one-fifth of their adjusted basis. Companies 
electing to serve out existing operating subsidy agreements to utilize 
section 607 funds until expiration of such contracts. 

(f) Restrictions against related activities (stevedoring, etc.) to be 
repealed. 

(g) Existing title VII provisions for the disposition and operation 
of ships constructed in the future by the Government to be repealed 
and Maritime Administration to seek new legislation when it proposes 
to sell, charter, or operate such ships. 

The document contains a general description of the plan, proposed 
amendments to make it effective, a section-by-section analysis of the 
proposed amendments and a comparative print to show how the pro- 
posed amendments fit into the present law. 

Now in closing, may I say a few more words that seem to me to be 
important. In the solution of our maritime problems, I think we 
should give free rein to the imagination and initiative of those in the 
industry who possess and are willing to apply those qualities or char 
acteristics. I don’t think we can expect nearly as much from shipping 
if it is to be controlled by the clumsy and fumbling hand of Gove ee 
ment instead of by the dynamic forces of free enterprise. We ought 
to reject recommendations that seek solutions to maritime problems 
through control of competition, monopoly under Government spon- 
sorship, efficiency by regulation and ship operation by administrative 
direction. I think that sort of approach is not only contrary to the 
prevailing philosophy of our Government but also to the basic prin- 
ciples upon which American industry was built. 

These recommendations and the plan I have submitted are designed 
to put back into shipping a measure of the free enterprise that the 
Government has taken away. 

Senator Burier. Thank you ever so much, Mr. Morgan. 

I will state for the purposes of the record that the record will be 
held open for a day or so to accommodate Admiral Leggett. 

There will be no further testimony or hearings in connection with 
this proposal. 

The subcommittee stands adjourned. 

(Whereupon, at 3:50 p. m., the subcommittee adjourned.) 
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